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THE OUTLOOK 


Disastrous Ultimate Consequences of Strikes—Prospects for 
Business—Some Other Features of the Anti-Bucket Shop 
Campaign—The Treasury Drags Along—The Market Prospect 


N adjusting the coal strike and definitely 

bringing it to an end, those who have had 
the matter in charge doubtless were chiefly 
influenced by their fears of public suffering 
and risk from lack of fuel. This does them 
credit, but it must be borne in mind that 
there are other considerations that need to 
be remembered and to be given full scope. 

Ever since the close of the war, there has 
been a growing recognition of the fact that 
perhaps the worst outcome of the great eco- 
nomic changes wrought by the struggle was 
the undeserved confiscation of property, and 
the equally undeserved bestowal of advan- 
tage or profit due to changes in the position 
of economic groups. The middle class in 
Germany has been largely wiped out, and 
its position in other countries, including the 
United States, greatly impaired. Its savings 
have been immensely reduced in value, and 
the enormous increases in wages that have 
taken place have helped organized labor but 
not the rank and file of workers. 

It ought to be clear, therefore, that further 
changes which tend to aggravate the evils 
growing out of readjustments made by the 
war are to be considered positively harmful. 
When, therefore, the wages of organized 
labor, which are already too high as com- 
pared with the return to the rest of the com- 
munity, are still further enhanced, it may 
well be questioned whether those who have 
brought about such a result are entitled to 
anything more than severe censure. The 
present so-called settlement of the coal strike 
will, it is pretty generally admitted, cause an 
aggravation of the price of coal, notwith- 
standing that anthracite workers were al- 
ready disproportionately ahead of pre-war 
wages as compared with other groups, while 
coal operators were also very far ahead in 


their profits, and the price of coal itself was 
entirely out of proportion to the general 
price level. An increase in wages and a con- 
sequent increase in the price of coal, there- 
fore, operate to impair and aggravate the 
position of the consumer, and especially the 
position of unorganized labor. 

Another aspect of the case is seen in the 
increasing difficulty which such settlements 
entail with regard to future adjustments or 
settlements. The closing of the coal strike 
at this time, on the terms that have been laid 
down, means, as just observed, an added bur- 
den to the consumer. But it also means a 
very great increase in the burden of future 
consumers because the difficulty of a fu- 
ture relief through negotiations has been so 
greatly enhanced. Not only has a new level 
of wages been set, but through the recogni- 
tion of the union the ground has been in part 
at least cut away from beneath the feet of 
those who want to vindicate the right of un- 
organized workers to employment. In fact, 
the settlement as announced has a disastrous 
character which must not be ignored. 

The financial consequences of these condi- 
tions are also very obvious. Aggravation of 
coal prices means increase of costs in those 
industries which use coal. That means in- 
crease of prices for their products. Prices, 
however, are already so high in many indus- 
tries as to curtail demand. Curtailment of 
demand means shortening of activity in 
plants which cannot continue to sell their 
full output. There is a narrowing of the 
margin of profit between what is safe or 
indeed necessary to insure a continued 
supply of capital in the different lines of 
employment. It is not hard to trace the con- 
sequences of this factor in the industrial 
situation. It necessarily reacts upon security 
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values, upon borrowing power of various 
enterprises and upon the entire business and 
financial structure in that way. It thus lays 
the foundation for later disturbance. 

There is no use in a non-constructive or 
pessimistic attitude at any time, but, on 
the other hand, there is little to be gained 
through undue optimism or extreme predic- 
tions of prosperity. We need not fear im- 
mediate bad results from this kind of a strike 
settlement. Time is required for conditions 
to work themselves out. But, on the other 
hand, we need not ignore the fact that a bad 
foundation has been laid for a future effort. 
Politicians who work only from the stand- 
point of expediency are seldom likely to look 
very far ahead. In this case they have ig- 
nored both the social, financial and broader 
economic aspects of their action. 


CSS 


THE BANKERS 
IN SESSION 


NCE again, the 

American Bankers’ 
Association meets in an- 
nual session, this time at Atlantic City, on 
the 24th of this month. The banking com- 
munity has had in the main a successful and 
satisfactory year, and need feel no serious 
regrets in retrospect. Undoubtedly the bank- 
ing situation is stronger and better today 
than it has been for a good while past. There 
are fewer “frozen loans,” more genuine 
liquidity, and better distribution of credit. 
There is also, in the main, a fairly friendly 
attitude on the part of the community to- 
ward the banking institutions of the country. 
So the bankers may well feel satisfaction 
and assurance in their sessions. 

On the other hand, there have developed 
some serious elements of doubt and question 
which should furnish the basis for thought 
and should call for safeguards. Among these 
is the growth of a strong anti-bank and anti- 
savings school of politicians whose efforts 
have been directed to sowing discontent and 
laying the foundation for a demand for gov- 
ernment subsidies. We have on our stat- 
ute books an unmistakably dangerous piece 
of financial legislation—the Agricultural 
Credits Act of 1923. As yet, it is uncertain 
what will follow from that legislation, and 
it remains for the bankers to devote to the 
subject some very careful consideration. Our 
foreign financial relations remain unsettled, 
and the appeal made by the association at 
its New York meeting last year has re- 
mained unanswered. The other issues of 
immediate moment, such as branch banking 
and the status of the Federal Reserve Sys- 
tem, likewise remain open. The Bankers’ 
Association has an abundant opportunity for 
constructive suggestion, at the same time 


that it may well feel satisfaction with what 
has already been accomplished during the 


year past. 
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ERHAPS nothing 
quite so clearly 
demonstrates essential 
business soundness of 
the United States as the fact that our finan- 
cial markets have, in spite of temporary and 
lumped ups and down, been so well able to 
withstand the successive shocks to which 
they have been subjected, such as the change 
of national Administration, the coal strike, 
the Western agitation for a farmers’ bonus 
and the earthquake disaster in Japan, all of 
which had necessarily had their bearing on 
home conditions of business and industry. 
The fact that, in the face of all these adverse 
conditions, securities have moved as little as 
they have, speaks well for the confidence of 
holders and for the fundamental strength of 
business enterprise. It must not be sup- 
posed that world influences of these sorts 
have no effect merely because our trade and 
finance prove able to endure the strain at any 
given time. 

The real effects of such unsettlements 
make themselves felt eventually, and must 
be reckoned upon by the far-sighted stu- 
dent of conditions. In the meantime, the 
United States and its people have shown, 
during the past season, a singular stability 
in economic and financial relationships which 
argues well not only for the condition of 
public opinion, but also for the soundness of 
our banking structure and the essentially 
secure status of business. The autumn sea- 
son is opening favorably, and while there are 
abundant prospects of uncertainty on the 
horizon, these need not be regarded as likely 
to cause any immediate nor fundamental dis- 
quiet. So far as can now be forseen there 
is now in sight an autumn season of reason- 
able prosperity for all. 


ESSENTIAL 
BUSINESS 
SOUNDNESS 


oo 


OME countervail- 
ing considera- 
tions must, of course, 
be noted. Probably 
there is never an economic condition that 
does not have its unsatisfactory elements. 
Just at the present time, although there is 
no overproduction that is general throughout 
industry, there is undoubtedly some ten- 
dency in that direction in a few quarters. 
The most serious aspect of it, of course, is 
seen in the oil business, while in steel there 
must be reduction of operation unless over- 


SOME 
COUNTERVAILING 
CONSIDERATIONS 
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production is to occur. Yet,in other branches 
of business, the balance of production and 
consumption has been well maintained; and 
this, too, although output has been unusual 
for the past season. The automobile sea- 
son is an excellent example of this state of 
affairs, for with a production estimate of 
not less than 4,000,000 cars of all kinds for 
the current year, it would seem certain that 
the purchasing power of the community has 
been such as to take the product very steadi- 
ly and very fully off the market 

In these conditions, the relatively low value 
of automobile stocks is interesting, many 
taking it as evidence of a prevailing opinion 
that the saturation point in automobile de- 
mand has been nearly reached. Arrival at 
that point has been many times predicted, 
but never yet accomplished. In other indus- 
tries the actual conditions are, so far as can 
be accurately analyzed, satisfactory, and it 
would seem to be true that the fears that 
had been expressed by some timid forecast- 
ers are founded more upon apprehension 
than they are upon knowledge. 
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UNCERTAIN 


ee again the mar- 
REFUNDING 


ket which had ex- 
pected a government 
“refunding loan” has been disappointed, the 
Treasury Department contenting itself with 
an issue of certificates of indebtedness which 
has amounted to only $200,000,000. They 
have been oversubscribed as usual, according 
to all indications, and indeed there is no rea- 
son why they should not be. They constitute 
a good investment, though at moderate in- 
terest, are the means of obtaining public 
deposits against which no reserve is re- 
quired, and are given a very enviable status 
at reserve banks as a basis both of invest- 
ment for those institutions and of security 
for advances. 

The trouble is that these recurrent “suc- 
cessful loans” by the Treasury Department 
do not help to solve our problem. Semi- 
official announcement that we thought it 
likely there would be a large refunding op- 
eration this autumn had encouraged those 
who were hopeful of a better adjustment of 
Treasury financing in the larger sense. It 
would seem that the reasons against any 
such operation are to be found primarily in 
the relatively high and rising rate for cur- 
rent funds. For years past our national ad- 
ministrators have been almost morbidly un- 
willing to pay the going rate for the sums 
they have borrowed, and yet nothing is more 
essential than that they should get their own 
consent to do so, reserving to themselves, of 
course, as they should, the right to call their 


bonds if at any time the market situation 
should seem to warrant still further refund- 
ing. 

“Sa 


S the bucket shop in- 

dictments and trials 
drag their slow length 
along, the public must wholly have lost con- 
fidence (if it ever had any) in the prospect 
of obtaining justice for those who were 
responsible for the wholesale swindles dis- 
closed several months ago. Many of those 
who were then apparently likely to be 
brought to justice have now been allowed to 
sink into obscurity with the apparent pros- 
pect that they will merely go through a 
receivership of the formal type, with no 
probability that their customers will be able 
to salvage anything. 

As for the men themselves who were most 
responsible for these frauds, the interest 
seems likely to center most intensely if not 
exclusively around a few who are said to be 
particularly obnoxious or personally unac- 
ceptable to important political figures. Are 
such charges well founded? It is shocking 
beyond belief to accept them, and yet there 
is much in the present situation to suggest 
the presence of a very strong political ele- 
ment in the whole bucket-shop crusade. 

As for the essential underlying issue of 
financial morality or ethics that seems long 
ago to have “gone up the spout.” The essen- 
tial problem in the whole situation was the 
question whether the average man or “in- 
vestor,” if such he can be called, was entitled 
to anything like a “square deal” in selecting 
a broker through whom to place his funds in 
the stock market when he chose to do so. If 
the protection of such small speculators or 
investors is a real and controlling motive 
with any of those who are now active in con- 
nection with this subject, the fact does not 
clearly appear upon the surface. 


BUCKET SHOPS 
AND SHOPPERS 


—— 


THE MARKET 
PROSPECT 


N our issue of Septem- 

ber 15th we stated in 
this column that the 
market had recently become weaker from a 
technical standpoint, and that a corrective 
reaction was probable; that such a reaction 
should afford a new buying opportunity. 

The technical reaction has since occurred, 
and in spite of the prevailing bearishness we 
have no reason to change our opinion. Many 
stocks are absurdly cheap. The market is 
not only thoroughly liquidated, but largely 
oversold. We therefore anticipate a sub- 
stantial recovery from this morning’s low 
opening prices. 

Monday, Sept. 24th, 1923. 
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Two Financial “Davids’— 





CLARENCE SAUNDERS 











Real 
Clarence 


Brilliant 


HE recent announcement _ that 

Clarence Saunders, erstwhile presi- 

dent of Piggly Wiggly Stores, Inc., 
and the David who came to slay the 
Goliath of Wall Street, the New York 
Stock Exchange, has made over all of his 
tangible property for the benefit of his 
creditors, puts a period to one of the 
most sensational episodes of contemporary 
financial history. 

Oldtimers of the Street recall only one 
parallel to the Saunders incident, that 
of Allan A. Ryan, who also came to slay 
but remained to pay—at least as far as 
he could. 

There is a striking similarity in the 
financial careers of both Saunders and 
Ryan, Both were young men, both had 
built up very large fortunes with the aid 
of Wall Street and both alleged that their 
downfalls were the result of Wall Street 
manipulations and machinations. In this 
they were in error. The underlying 
causes of their disasters lay deeper than 
Wall Street. They lay within the men 
themselves. It is probable that now, in 
the light of calm retrospect, they both 
realize the truth. 

Overweening ambition has been the 
bane of ambitious men since the time 
of the Ptolemies. History is strewn with 
great names and there are thousands of 
others whose names have been washed out 
on the sands of time, whose downfall can 
be attributed to that great fault. Darius, 
Mare Antony, Philip the II, Napoleon, 
Wilhelm II, history is replete with strik- 
ing examples. Financial history, too, has 
its Grant & Wards, Sullys, Gates, Meyers, 
Barings, and to the list must be added the 
names of Clarence Saunders and Allan 
A. Ryan. 


978 


Reasons Why 


WhoCameto Slay 
But Remained 


to Pay 


By WILLIAM H. BARTLETT 





ALLAN A. RYAN 











Allan Ryan and 


Saunders Turned Apparently 


Successes into Colossal 


Allan A. Ryan came down to Wall 
Street bearing the accolade of a great 
financial name and presumably backed, 
potentially at least, by one of the greatest 
fortunes in America. Although his 
father, Thomas F. Ryan, is reputed to be 
in the hundred million dollar class, his 
name evokes no enthusiasm in the financial 
district. The elder Ryan belonged to the 
predatory era in American finance, and if 
the record be accurate, he lived up to the 
sternest precepts of that remorseless 
period. A cold, forbidding man, swerve- 
less as Destiny and merciless as Fate, he 
battered his way into the innermost sanc- 
tum of high finance and defied all efforts 
to dislodge him. He retired in 1908, con- 
trolling thirty corporations and financial 
institutions, and Wall Street has heard 
little from him since. 

In 1905, the same year that T. F. Ryan 
startled the financial world by purchasing 
control of the Equitable Life Assurance 
Company, Allan A. Ryan made his Wall 
Street debut via a seat on the New York 
Stock Exchange which his father gave to 
him. Though in his early twenties, it 
was soon apparent that the lion’s cub had 
inherited many of the capabilities of the 
elder Ryan. It was not until the second 
marriage of the elder Ryan that father 
and son became permanently estranged, 
so it may be assumed that the earlier and 
successful consolidations which young 
Ryan engineered, were put together under 
the experienced eye of the elder financier. 


Up on the War Boom 


The war period brought Allan Ryan 
his big opportunity and fame and fortune. 
He branched out on a big scale as a pro- 
motor and speedily was in control of a 


Failures 


half a dozen companies whose securities 
were dubbed the “Ryan stocks.” They 
were the Chicago Pneumatic Tool, Heyden 
Chemical, Morton Petroleum, Ryan Pe 
troleum (these two concerns were ait 
wards merged into the Ryan Consolidated 
Petroleum Company), Stromberg Carbu- 
retor, Stutz Motors and Continental Candy 
Co. In addition he was a director in 
Bethlehem Steel, the Amer’can Congo Co 
and half a dozen other concerns, 

For a while his promotions prospered 
and everything he touched turned to gold 
In the bull market of 1919, the Ryan 
stocks boomed and his following g¢ 
from hundreds to thousands. 

It was only necessary to whisper that 
Ryan had interested himself in an issue 
for that issue to score a sharp advance 
If one could believe all reports, there was 
no financial development of importance in 
which he did not have a hand. Many of 
these reports were false but many also 
were true. Enjoying the friendship of 
many of the biggest men in the financial 
and business worlds, with entré to the 
leading banks and depositaries of money, 
it seemed that he would equal, or perhaps 
even surpass, the astounding financial 
victories of his financially illustrious 
father, 


Ryan Worth $30,000,000 


Riding uptown in a taxicab one cool 
October evening, with a banker friend, 
Ryan, though an able exponent of the 
Ryan taciturnity, could not resist pulling 
a slip of paper from his pocket which 
showed that at the day’s closing prices he 
was worth approximately $30,000,000. 
Who could foresee that in less than two 
years his affairs would be in charge of 
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a bankruptcy trustee? Doubtless, he 
figured that he had accomplished more in 
ourteen years than his father had during 
. similar period. He overlooked the most 
mportant fact that what goes up must 


short selling is apt to be a very bother- 
some matter. Although staggering under 
a top-heavy load, Allan Ryan undertook 
to punish the shorts. He bought all the 
stock offered and Stutz began to climb. 


the discomfited shorts. 
shares of Stutz sold at 
rooms at 700 a share. 
Followed a protracted period of wran 
gling and negotiations and finally it was 


On April 14, 155 
Mueller'’s auction 





ome down, and that to be a 


market operator, it 
s absolutely essen- 
ial to get out of 
stocks on bulges 
ind to get out first. 
He did not per- 
eive the dark 
clouds gathering 
which were to burst 
n 1920. Had his 
ather been in the 
ounger  Ryan’s 
place, it is dollars 
to rubles that the 
former would have 
heen hull down be- 
ind the horizon 
vhen the typhoon 
roke in 1920, in- 
tead of directly in 
ts path. 


successful 


By leaps and bounds it shot over 200 a 


CAPITALIZATION RECORD 


This Company was chartered under the lewe of Virgivie ta 
November, 1919, but did aot begin active businesé until January 
ist, 19 


160,000 shares of the original issue of stock were underwritten 
by @ group of New York bankers at $39.00 per share before active 
business was begun with the provigion that the writer, Clarence 
Saunders. the President of the Company, would have the privilege 
of disposing of one-half of thé underwriting in the acquirement of 
Stores and for cash. 

The banking syndicate sold the stock they handled at $43.00 per 
share to others of a sub-group of bankers with an option on an 
equal number of shares at $47.00 per sbare. 

The writer disposed of every share of hie allotment at ‘exact 
cost to him of $39.00 per share—and in May, 1922, the writer die 
posed of thé remaining authorized stock of 50,000 shares gt $43 08 
per share without eny profit to himself for so doing and without 
any ald from a banking syndicate—the Company receiviag the ep 
tire proceeds of the sale without any expense. 

Naturally, the banking fraternity of Well Street does not like 
this way of doing, eo that is the main reason PIGOLY WIGGLY 
stock Was sold “short” at the time the proposal was made in No 
vember, 1922, that the stock of this Company be Increased so as to 
provide the necessary werking capital for the growth of the Gus: 
ness—no underwriting @adicate was going to make money off the 
stockholders wee the real troudle—and, of course, now the brekers 
and the ban%ers will tell their customers to let PIGGLY WIGGLY 
siock alone Why? Because the President of the Company is 
considered a radical and is hard-beaded and won't let the Daokers 
and brokers make all the money they wow like to make out of 
PIGGLY WIGGLY. These references are meant only for that type 
which the description fits, @ the writer has many good and ub 
stantial friends among the wortb-while bankers. 


But, if the record of the President of Piggly Wiggly Stores, tnx 
ig put aide by side with these sald brokers and bankers, # wl) be 
found that no man bas yet ldst « nickel in hoid!ne on to an iovest 
ment made ip eny company of which he has been the head- and 
mot only this, Dut every one bas made a big profit, whereas Dany 
and many are the investments recommended by (the « Py 
brokers and bankers that bave lost money im smal! amounts 


Those who invested in my firet venture in the wholesale grocery 
business and who stayed with me til) that Ousiness was sold rea 
ized more than 1604 for the three years their money was ‘n that 
business 

Toose who invested with me in Piggiy Wiesty Corporation in 
1917 have received regularly without interruption since that date 
6q@% Cividends annually on each share of Preferred Sto 
chased in that Com@any, and received dividends in addition 
Common Steck which wes given as a bopls with the Preferre 
upon the basi« of one share of Common with each share of Pre 
ferred and which Common before all the “bear raids” started 
Class “A” Stock had sold as bigh as $110.0 per share d whic 
bas since been selling berween $80.00 and $90.0@ per share, an 
if spece permitted tt would be very ioteresting to trace the recor 
of those who have made « big profit on Class “A” Stock up to this 
time. 

And yet, neither the wholesale grocery stock referred (0.or the 
Piggly Wigsly Corpgration Stock was Heted on the New York Giock 
Exchange and every stockholder wes that much bptter off because 
the Wall Street gambler could sot get by with his “short” seliing 
tricks to ruin these stocks by fictitious sales made 4 low prices 

There is no treuble about maintaining a legitimate Market on « 
stock of real valde as there is always somebody to buy if » body 
wants to sell 


agreed that the remaining shorts should 


settle at 550 a share 
Enemies of Wall 
Street hailed Ryan 
as the hero who had 
at last brought Wall 
Street to its knees. 
His profits were 
estimated at from 
$1,000,000 to $5,- 
000,000. 
But in 
ground 


the back 
were the 
banks who had ad 
vanced huge sums 
against the Ryan se- 
curities and banks, 
as everyone knows, 
are interested first 
in collateral and 
human na 
Ryan had won 


next im 
ture 


Late in 1919, the 
Ryan _ stocks had 
passed their zenith, 
early in 1920, 
vhen the entire 
market had _ defi- 
litely turned down- 
ward, A. A. Ryan 
was under heavy pressure. The oil boom 
had collapsed, the public as usual was 
loaded at top prices, and in no condition 
to protect their holdings. In such cases 
there is only one wise thing to do and that 
run with the storm Allan Ryan 
chose to defy the lightning—with the 
isual results. 

Stutz Motors, in particular, had been 
the target of bear operators. They figured 
that there was nothing in the company’s 
history or prospects to justify a price of 
100 a share, at which price it stood at 
the middle of February, 1920. In this 
they were correct. 

Now short selling is a 
financial operation and one that causes no 
concern to those interested in securties of 
intrinsic value. Everyone realizes the 
truth of the adage, famous as far back as 
the days of “Deacon” Watts, that he who 


ind 


is to 


legitimate 


“Sells what isn’t his’n 
Must buy it back 
Or go to pris’n.” 


But to the market operator who has 
pushed an issue to an unwarranted level 


ind is trying to get out at top prices, 


SAUNDERS’ “REBUTTAL” 


The above is a facsimile of a portion of an advertisement caused by Clarence 
Saunders to be published in a New York newspaper on April 22nd, 1923. 
Note the charges against the “banking fraternity” of Wall Street. 
only a few days later that Saunders issued another broadside under the cap- 


tion “Wall Street Was Right!” 


share and then 300. Rumors began to 
float about that Stutz was and 
the Stock Exchange authorities bestirred 
themselves. On the 31 of March, 1920, 
Stutz -ran up 21 points to the astounding 
quotation of 391, The Exchange authori- 
immediately declared that a corner 
existed and forbade further trading in 
Stutz on the big board. Ryan had bought 
80,000 shares of the outstanding 100,000 
shares and had contracts for the remain- 
ing 20% The locked up 
tight as a drum 


cor nered 


tres 


shorts were 


The Rule Against Corners 
One of the rules of the Stock Ex 
change is that there shall always be a free, 
open market market in all securities on 
the big board. No one knew this better 
than Ryan, and in bringing about a corner 
in Stutz, he broke one of the rules of the 
game and could not expect to escape the 
consequences. He chose to the 
Stock Exchange and on April 13 resigned 
from its membership, defying its author- 
ity, threatening legal action and promising 
to extract the last flesh from 


resist 


ounce of 


a great victory but 
he might well have 
with Hannibal, 
“One more such vic- 
tory and I am lost.” 
His was the position 
ot Atlas 


cording to 


said 


It was 


who, ac 
the an- 
the world on his shoul- 
He cannot raise it higher and he 
dare not drop it. Ryan held all of the 
Stutz Motors stock but there was no one 
to buy it from him. 

The result was that a bankers’ commit- 
tee was formed 


cient legend, holds 
ders. 


to take charge of his 
affairs. On July 21, 1922, it was an 
nounced that Allan A. Ryan had failed 
with debts of $18,000,000 of which $14.- 
000,000 was secured by collateral. Among 
his creditors were the Chase National 
Bank, First National Bank, Mechanics & 
Metals Bank, Lawyers Title & Trust Co., 
Empire Trust Co. Guaranty Trust Co., 
State Mutual Life Insurance Co, and the 
Equitable Insurance Co. Among 
his creditors were Charles M 
Schwab with claims totaling $309,000, 
H. P. Whitney with $1,093,000, Samuel 
Untermeyer with $45,000 and T. C. Du 
Pont with $66,000. Ryan's $30,000,000 
had vanished like smoke in the night. 

At the 
August 2, 1922, the total realized was ap 
proximately $3,615,000, to he 


( Please 


Life 
personal 


sale of the Ryan collateral on 


applied 


furn to page 1052) 











“The financial district is an 
institution~the result of years 
of evolution. Individuals are 
but incidents in its career. Men 
may come and men may ¢o, but 
Wall Street goes on forever.” 
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| What a Practical Oil 


Expert Thinks of the 
Oil Situation 

















Today 


Why He Does Not Agree That 
the Industry Is “Going 


to the Dogs’— 
His Opinion of 
the Active Oil 


a ~ ae aug - in 


ADMIT that the oil situation has been far from 
good. I admit that it is still far from good. 
But I don’t admit that it ever has been or ever 
will be really bad enough to justify even a small 
fraction of the pessimistic rantings that we have 
been treated to on every hand in recent weeks. 
From the way some people have been talking— 
and some others have been writing—you might 
think that this was the first, or worst, depression 
Oil had ever gone through. You might think that, 
in previous years, the industry had never had a 
single setback, or that it could not sustain a set- 
back today, or that there were something so un- 
usual and so drastic about the recent setback as to 
urge every oil man, so far as his property is con- 
cerned, to give up the ghost. Of course, this is 
absurd. 
The oil industry, as a matter of fact, has had 
and will continue to have 


Securities 


ginning, has steadily increased from year to year.) 
Therein you have the makings of a boom. 

Before the little fellows—or most of them— 
ever get back into the field, the boom accumulates, 
helped by that constantly increasing public demand, 
the comparatively smaller increase in new supplies 
and the prospects, like as not, of an oil shortage. 
When the boom gets into full swing, the little 
fellows think about returning to the game. When 
it is at its apex they swarm in in hordes. New 
development companies are formed by the scores. 
Possible new fields are sought and tested wher- 
ever they can be reached. Public moneys into the 
billions (as many would-be investors can attest) 
are sought and secured for the purpose of financ- 
ing exploitation. 

Inevitably, the result of this frenzied activity is 
a large increase in production. Often it is accom- 

panied by the opening up 





intermittent cycles of 
depression always. Con- 
sidering its nature, you 
couldn’t expect anything 
else. In periods of trade 
dullness, when supplies 
border closely upon de- 
mand, survival in the oil 
industry is within the 


of important new fields. 
Manifestly, the net re- 
sult will be a downswing 
in oil prices, and a down- 
swing that continues un- 
til, once more, the little 
fellows have been crowd- 
ed out and stabilization 
has once more been at- 





abilities only of those of 
large resources. In other 
words, the big companies. 
For a while, these big 
companies continue to 
supply the market; and, 
unable to compete with 
them, the little follows, 
one by one, drop out. As 
time goes on, the with- 
drawal of the little fel- 
lows, or the failure to de- 
velop new fields, or both 
these and other factors, 
begin to exert an effect 
upon trade supplies and 
trade prices. (The pub- 
lic demand, since the be- 
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In the accompanying article THe MaGazine 
or Watt Street offers its readers a digest of a 
conversation held with one of the best-posted 
practical oil men in the country—a man whose 
views, both as to the future of the industry and 
the future of individual companies engaged in it, 
have proven unusually accurate in the past. For 
the purposes of clarity, the digest is presented in 
the first person. 
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tained. 

Swings from depres- 
sion to activity, from ac- 
tivity to boom and back 
down and around again 
have characterized the 
oil industry (or any 
other industry, for that 
matter) since its incep- 
tion. Research will dem- 
onstrate that the whole 
cycle is completed just 
about every seven years, 
true to the Biblical in- 
junction of “seven lean 
years, and seven years of 
plenty.” Thus, the last 
depression was in 1914, 
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“I admit that the oil situation has been far 
from good. I admit that it is still far from good. 
But I don’t admit that it has ever been or ever 
will be really bad enough to justify even a small 
fraction of the pessimistic rantings that we have 
heen treated to, on every hand, in recent weeks.” 





when the Cushing field came in. You could buy oil 
then for 30 cents a barrel. 

And what we have gone through in the recent 
past, and should emerge from in the not too dis- 
tant future, is nothing unprecedented, unnatural 
or highly terrifying. It is simply history repeat- 
ing itself. 


Causes in the Present Situation 


In most quarters, the present situation is sup- 
posed to be the result of overproduction of crude. 
! do not see it that way. Overproduction of crude 
could be taken care of now as it always has been 
—by storage of excess supplies. There are, today, 
millions of barrels of empty storage space avail- 
able for the purpose. But I know of no overpro- 
duction when based on the present rate of produc- 
tion. The last figures show that there was actually 
less oil in storage, when compared with demand, 
than there was a year ago. 

What I see as the chief element in the present 
situation is overrefining capacity. For the good 
of the industry, there are too many refiners—too 
much gasoline, fuel oil and other refined products 
being made. 

There is only one way to work out of this situa- 
tion. It is the obvious way: excess refining capac- 
ity must be eliminated. 

Fortunately, or unfortunately, according to the 
point of view, the make-up of the oil market may 
tend to accelerate this necessary elimination at a 
quicker rate than people generally suspect. The 
independent oil refiner, you see, is in a peculiar 
industrial position. The prices of both his raw 
and finished products are dictated by others. He 
cannot go out and buy his “raws” at what he con- 
siders them worth. He must pay what others de- 
mand. Neither can he sell his refined product at 
his own prices. He must take what others deem 
are fair prices. Thus, he is between the upper and 
nether millstones of trade domination. 

And, given a high price for the raw material 
(the present price of crude oil, outside of Eastern 
crude, is really much better than many people 
imagine; an average price of $1.60 a barrel is 
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enough for a good profit) and a low price for the 
refined product, and it is obvious that a tight 
squeeze will result. Little fellows, without suffi- 
cient resources, cannot stand up under this indefi- 
nitely. They are bound to be crowded to the wall 
sooner or later. 

This crowding, I believe, is going on now. It 
will continue to go on until the situation rights 
itself. 


As for California 


I do not want to seem to belittle the effects of 
the latter-day developments in California. There 
is no purpose to be served in underestimating any 
so tangible a factor. Nevertheless, I do not see in 
the opening up of the California field any such 
menace to the future of the oil industry as some 
prognosticators would have us believe. 

I believe that California production has reached 
its peak from the present known producing area. 
Under the circumstances, it seems probable that 
the decline will soon set in. While large quantities 
of oil will undoubtedly be produced from the area, 
the “worst” has been put behind. 

The time is coming, I believe, when California 
will “pay” (if that is the word) for the enormous 
output it has recently achieved. That will be when 
new development reaches its limit and output be- 
gins to settle down. It has always been oil history 
that where production came in at an unusually 
rapid rate it went down just as rapidly. This is 
California’s prospect, too—sooner or later. 

Of course, California’s prospective decline from 
flush to settled production in no wise forecasts its 
disappearance as a factor in oil supplies of the 
future. Its settled production, on the contrary, 
will be a permanent factor for generations. But 








“It needs to be remembered that the big fel- 
lows are strongly fortified just where the little 
fellows are weak, and thus well equipped to with- 
stand depression, and also that the stock market 
has recently gone along way toward discounting 
the duller period through which they are now 
passing and must, eventually, start discounting 
the better situation which is ahead. My personal 
opinion is that shares of a few of the strongest 
are attractive right now. As an investor today, 
I would favor purchases of Texas Company, 
Standard of Indiana and Pan-American.” 

















there will be a constant compensating factor, and 
that will be the increase in consumption. In due 
time, California’s output will be none too great for 
our needs. 


The Mid-Continent Field 


The big factor in the oil industry, in my opinion, 
is the Mid-Continent field. Production there has 


reached the 500,000-barrel mark; and the chances 
are that, if runs are not pro-rated, production will 
move up to 600,000 barrels. 

The price of mid-Continent in the 


past few days 


has been cut as a result of the over-supply there 
and undoubtedly this will do a great deal toward 
rectifying the situation. One thing is certain, 
namely, that it places the mid-Continent producers 
on a more equal plane with those in California, who 
have lately been profiting from the Eastern de- 
mand for their products. 

Taken all in all, the oil situation can be described 
in a few words: There has been no startling in- 
crease in supplies of crude. What Mexico is not 
producing (her wells having dropped to about 50% 

(Please turn to page 1046) 

















Summary of Conclusions 
As to the present position, from the investor’s 
standpoint, of the chief listed oil securities 


CALIFORNIA PETROLEUM—This company looks to be in 
comparatively good position. A large part of its 
production will be sold to Pan-American, instead 
of Mexican crude. 

CospEN & Co.—Cosden is growing. It has no bonds; 
it is retiring its preferred stock. It is well organ- 
ized, industrially, and has good trade connections 
through which to dispose of its refined products. 
Cosden has storage capacity for 80 million gallons 
of gas. Recent passing of the dividend strengthens 
the financial position and the company should soon 
recover sufficient earning power to permit resto- 
ration of dividends. 

HousTtoN—Not particularly impressive. 
is small. 

PaciFic O1L—Pacific hasn’t grown and developed as it 
should. It has not gone into new fields after pro- 
duction to offset the gradual exhaustion of its 
existing holdings. 

PAN-AMERICAN—In an excellent position. The com- 
pany’s position is good; from the standpoint of 
facts generally known, its position would be known 
to be better than it appears if certain important 
facts concerning it were divulged. 

PRODUCERS AND REFINERS—Producers’ and Refiners’ 
assets are extensive and valuable. Of course, were 
a depressed oil market to continue for a period of 
years, this company would feel the effects of it, 
and show them, but so would any other company, 
for that matter. There is some doubt as to how 
long a time it will take to exploit the company’s 
holdings in Wyoming, but these will certainly be 
found worth while, sooner or later. 

STANDARD OIL OF CALIFORNIA—S. O. California merits a 
good deal of confidence. Instead of losing money, 
as a result of the big increase in California pro- 
duction, it will make money, in the long run. It 
is in a position to produce oil at favorable prices; 
also in a position to absorb good producing proper- 
ties at bargain prices. You will find that the dis- 
covery and development of all the famous oil fields 
of the past has ended up with the Standard outfit 
on top, and this will be the case with California. 

STANDARD OF INDIANA—The king-pin of them all. Makes 
gasoline more cheaply than any other company in 
the world—and sells about one-third of all the 
gasoline sold in the world. In for a period of lower 
earnings, perhaps; but due to profit in the long 
run. 

STANDARD OF NEW JERSEY—Likely to be “slower,” 


Its production 


from 


the stock market point of view,than any of the other 
members of the original S. O. Ring. Not what it 
used to be. _ Rogers is dead, Bedford is practically 
out, and the existing management has not main- 
tained the corporation’s old-time prestige. No 
longer an aggressive marketer. Has made quite 
a few mistakes in purchasing properties and in 
connection with a number of large contracts. Lost 
money in Mexico. Would be inclined to switch out 
of it and into Indiana. 

Texas CoMPANY—In an excellent position. One of the 
most reliable of them all. 

ATLANTIC REFINING COMPANY—Activities comparative- 
ly restricted. Has fewer states to sell in, and up 
against stronger competition than others. Strong 
organization, in itself, but not so strong as others 
of the Standard Oils. 

BARNSDALL CORPORATION—Leave it alone. 

INDIAHOMA—Leave it alone. 

INDIAN REFINING—In poor position. 

MARLAND O11—Apparently suffering from the effects 
of ill-advised expansion. Refinery at Ponca City 
large, but poorly situated. Properties too much 
“spread out.” Has no marketing organization, and 
compelled to sell its products through independent 
marketers, independent service stations, etc. Just 
passed common dividend. 

MEXICAN SEABOARD—No better than before. 

MippLe STATES Om—Experts have called this com- 
pany’s reports “Chinese puzzles,” meaning that 
they present insuperable obstacles to complete 
analysis. Therefore, would not be inclined to take 
a position in regard to it. Recent passing of the 
dividend, explained as for the purpose of conserv- 
ing resources, not an encouraging development. 

Pyerce O1—lIts future looks to be pretty well behind 
it. Low in cash, big in funded debt, and without 
any very impressive trade organization. 

PurE O1—Leave it alone. Contract with Humphreys 
Oil Company cost it considerable. Dividend not 
yet reduced, but must*be considerable of a load to 
carry. 

SHELL UNION—Doing fairly well. Has been earning 
its dividend, and promises to continue. 

SIMMS PETROLEUM—There are lots better. 

SKELLY O1m.—Good real estate company. 

TRANSCONTINENTAL O1L—Leave it alone. 

WHITE EAGLE—Worthy of consideration. Has a good 
marketing organization. Would be inclined to hold. 

INVINCIBLE O1L—There are others better. 
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Letters from a Hard- 
Boiled Financier to 
His Nephew 


By BARNARD POWERS 


In which Uncle Henry tells how he 

quired the title of “Hard-Boiled” 

Hobbs.) ; 
Miami, Fla., Feb. 27, 1923. 
Dear nephew: 

l‘erhaps you have guessed that my title 
hard-boiled” is something more than 
a pun on my first two initials. While I 
erfully hope that I have a few of 
gentler instincts outside of business 
hours, I confess that from 9 A.M.*to 5 
P.M. a tiger’s claws won’t even scratch 
my varnish. During my forty-five years 

Wall Street-I have been hard-boiled, 
parboiled, baked, stewed, jerked, sun- 
dried and kiln-dried, fricasseed, roasted, 
and served up hot, cold, en casserole, 
au gratin and en brochette. Consequently, 
I'm about as full of sentiment as a mar- 

clerk and the hide of a bull buffalo’s 
neck is thinner than tissue paper as com- 
pared with my financial epidermis. If it 
were not I should very probably be eking 
out my existence as a night watchman in- 
ead of ruining the perfectly good fair- 
ways down here. 

| got the name “hard-boiled” in 1884 
when the Waldorf crowd horned in on 
my little syndicate which was handling 
California Copper. “Silent Sid” McCrae 
was in with me on the deal, and, though 

re are many that hate him for cause, 

me tell you no squarer man ever 
tepped in shoe-leather. Well, we started 
to put California up and at around 58, the 
smart Alecs who wore the lacquer off the 

trail in the big Waldorf bar every 
afternoon after three o'clock, stepped 
aboard and started to sell it short. In 
those days you would have had to hunt 
around the Street quite a bit to find any- 
one who had heard of H. B. Hobbs. My 
bank-roll was in inverse ratio to my ambi- 
tion and nerve. 

Well, we bought and we bought, but 
there seemed to be all the stock in the 
world to be had between 58 and 65, and 
1 began to smell a rat. You see before 
we started operations we had accounted 

the entire floating supply. Some of 
it was locked up in our banks under the 
dicate agreement, and all the 


stock under call at $40 a share 
\hearn was worth all kinds of 
money, and, since he was supposed 
to be in California, it never occurred 
to us that he was rocking the boat 

Who should I see at the Waldorf 
under the big bronze bull wh‘ch 
stood on the bar but Joe Isaacs, 
leader of the Waldorf gang, and 
alongside of him, thick as two 
fleas in a horse-blanket, was Barney 
Ahearn. They were drinking some 
kind of pink stuff out of tall glasses with 
long straws and were as merry as bob- 
olinks in a clover patch. 

I guess I damaged Sid’s appetite some 
that evening when I routed him from his 
dinner table at the Holland House, though 
you never would have known it. He 
listened to what I had to say without 
comment and then remarked quiet-lke : 

“You're sure your call on his stock is 
good ?” 

“Absolutely.” 

“Then call it.” 

“Holy mackerel, Sid, I’m sunk. Why, 
that would take $1,120,000, and you might 
just as well ask me to pay the national 
debt.” Without another word Sid pulled 
out his checkbook and wrote out a check 
for the full amount, which I certified next 
day at the Chemical. That was Sid’s 
way. He was short on words, but he was 
long on action. 

Promptly at 9.45 A.M. the next day I 
called on Mr. Ahearn at his suite in the 
Waldorf. He was still in his lavender 
silk pajamas, looking puffy under the 
eyes and was breakfasting on black cof- 
fee. You would have thought that my 
coming gave him a new lease of life, for 
he was fuller of handshakes and smiles 
than a Y.M.C.A. secretary. 

“About that option on your California 
stock at 40 a share,” I said without wast- 
ing any time in preliminaries. You see 
I wasn’t feeling any too cocksure, for 
there was the possibility that my hunch 
was wrong and that he still had the stock. 
In that case we were cooked, for while 
I knew Sid had a big bank-roll, there are 


_f oT Vs 
limits to all things, and I didn’t believe 
he would go any further. 

“Let me see. Oh, yes, I 
now,” he answered and his voice was like 
a vesper breeze among the eucalyptus 
trees. “Do you want to take it up?” He 
was so calm and easy-like that a cold chill 
ran up and down my back and I began 
to feel a hollow area under by wishbone. 
But there was nothing to do but see the 
play through. 

Without further ado I handed him the 
option and Sid's check. I'll say for him 
that he was all there with the nerve. His 
hand never quivered the least bit as he 
took the papers, but as he studied them 
his left eye flickered a couple of times, 
and I knew I had my man. 

Sure enough, for when the market 
opened, California Copper acted like a 
two-year old on a Sweepstakes workout. 
Someone wanted an awful lot of that 
stock, and wanted it awful bad. I had 
a fairly good idea who that someone was. 
California opened at 587% and ran up to 
6434 without a quiver. Then it began to 
jump half points and then full points be- 
tween sales. You see we had bottled sev- 
enty-five per cent of the entire capitali- 
zation and the rest wasn’t for sale. 

At quarter past one Mr. Ahearn sent 
in his card. I kept him waiting half an 
hour and then had him brought in. He 
didn’t waste any time but got right down 
to cases. 

“Hobbs, 
California,” 
price ?” 

I did some mighty quick figuring, and 
then said: 

“Ninety dollars a share.” 





remember 


23,460 shares of 
“What's your 


I’m _ short 
he _ said. 





ier large blocks were tied up 
under option. 

I had every dollar in the pot I 
could scrape or borrow or beg, 
and Sid was hooked for between 
$2,000,000 and $3,000,000. One 
aiternoon about 3.30 I thought I 
would nose around a bit, so I took 
a stroll through the Waldorf bar 
just after closing. Now there 
was a rat-faced chap named 
Ahearn who was a director in 
California Copper and who owned 
about 28,000 shares. We had his 


ARE YOU READING 


HENRY’S” LETTERS? 


Don’t miss them. “Hard-Boiled Hobbs” 
knows the ropes, and leaves nothing to the 
imagination in describing them. His letters the 
to his nephew are gems of disillusioned com- 
mon sense. 


“UNCLE 


For a minute there was a dead 
silence, and then the storm broke. 
At first I thought he would pull 
a gun and shoot me on the spot, 
but he didn’t. If hard names 
could break bones I would have 
been reduced to the consistency 
of a bowl of porridge. You see 
profit on his 23,460 shares 
totaled $1,173,000, but don’t for- 
get we had to take on about 20,000 
shares at around 60, so at 90 a 

(Please turn to page 1050) 
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Why has the Federal Reserve System not achieved an 
even distribution of funds throughout the country and thus 
co-related interest rates West, South and East? 


-_ 





Why has the United States, since the System was or- 
ganized, suffered an era of failures and disasters never 


before paralleled? 


-— 





Why has the System not properly functioned in the 
development of our Foreign Trade? 





Has the F ederal Reserve 
System Failed? 


By H. PARKER WILLIS 


Expert House Banking and Currency Committee, 1912-1914 


ONSTANT agitation of the ques- 

tion now before a Congressional 

Committee why the smaller banks 
of the country do not join the Federal 
Reserve System, as well as various other 
kinds of self-analysis has impressed upon 
many persons the thought that the Fed- 
eral Reserve System has not proven a suc- 
cess. This thought, once implanted, has 
been encouraged or developed as a result 
of debate and controversy in Congress in 
which many criticisms, for the most part 
unwarranted, have been offered with re- 
gard to Federal Reserve management. A 
new session of Congress is approaching, 
and it will open under the auspices of a 
new President. It will be followed by a 
Presidential campaign; and, both at the 
session of Congress and during the cam- 
paign, we may confidently expect that 
there will be effort to show that the Fed- 
eral Reserve System has not done what 
was expected of it, with offsetting defense 
and effort to sustain the position of the 
System on the part of its adherents and 
friends. What is the truth of the sit- 
uation in general terms? 


No Easy Answer Possible 


To this question it should be frankly 
responded that no easy answer is possible. 
A great system of banking like the Fed- 
eral Reserve System has many ramifica- 
tions; and the term “success” can be ap- 
plied to it in any one of a variety of ways, 
while the charge of “failure” may be 
brought from’ any one of several angles. 
Neither is entitled to a simple affirmative 
or negative reply. 

It is necessary, first of all, to develop 
some test of success or failure which may 
be used as a basis. Of these, the simplest 
and easiest is that of earning power—the 
test which would be applied to an ordi- 
nary bank. In reply to this kind of query, 
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it is perhaps enough to say that the Re- 
serve System has about $5,000,000,000 of 
assets and that during its life of rather 
less than ten years it has paid to the Gov- 
ernment a total of about $136,000,000, 
while it has at present assets which 
would largely go to the Government, in 
the event of dissolution, amounting to 
about $218,000,000. Its member banks are 
approximately 10,000 in number, and in- 
clude the largest and strongest institu- 
tions in the country representing probably 
about 80% of the entire commercial assets 
of the nation. 

When it is remembered that the Gov- 
ernment has never invested a dollar in the 
reserve banks, and that in return for the 
deposits it has placed in them, it has re- 
ceived enormously valuable service in the 
way of transfers of funds, safekeeping of 
moneys, and flotation of securities, the 
answer to the question just raised is very 
obvious. From the standpoint of assets, 
buildings, operations, transfers, earnings, 
and payments to the Government—that is 
to say by every material test of ordinary 
banking—the Reserve System has been a 
great success. 


System Not Organized to Make 
Money 


Unfortunately, this kind of reply is not 
a good one, because the System was never 
organized to make money. Its function 
was service, as is that of other central 
banks. A more incisive question of suc- 
cess, therefore, is whether the operations 
of the Reserve System have tended to 
strengthen the banking system and to 
make it more profitable and more ser- 
viceable. As to this, at least, a prelimi- 
nary reply can be given in fairly compact 
form. 

None of the 


predictions” which were 


made at the outset, based on loss of bus 
nes, greatly increased expense, and tly 
like, have been verified. The National 
banking system has gone on growing, with 
some ups and downs, it is true, but get 

inely, nevertheless. National banks hay 
been as profitable and as successful sir 
the organization of the System as they 
were before, and they have received privi 
leges which in many cases are opening up 
new avenues of growth and income. O 
these, the two which at once eome to mind 
are the acceptance privilege and the exe: 
cise of fiduciary functions. The System 
has not been a load upon the banking 
community, but has been a source o 
profit to it, and even the par-collection 
system, which has been’so sharply « 
nounced, has helped the earnings of the 
banks taken in the aggregate rather than 
has hurt them. Above all, the great 
fact is that the Federal Reserve System 
has warded off all probability of panic 
or disaster during the strenuous years 
through which we have just passed. 
Bank failures have been fewer; and, in 
the opinion of experts, bank portfolios 
have become sounder than ever heret: 
fore. This is one of the two great set 
vices that have unquestionably been ret 
dered by the Federal Reserve System. 


Service to Government 


The other great service rendered by tl 
System is seen in the national function 
service to the Government which has be 
supplied by it. This was observed at its 
best during the war when the Libert 
loans were being floated, and when Gov 
ernment finance was almost entirely ha: 
dled by the reserve banks. Many criti- 
cisms have been offered as regards the 
Treasury policy, or the discount policy of 
the banks, but the fact remains that the) 
were successful. They placed the wa 
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loans in unprecedented amount, kept the 
freasury supplied with funds, carried 
through the enormous transfers which 
were necessary, and have successfully per- 
ormed their function as fiscal agents of 
the Government. This was undoubtedly a 
ervice of the first order, and should be 
so regarded by the rank and file of the 
public even though it be true that such 
service could have been rendered to bet- 
ter advantage had there been a different 
point of view in the Treasury Department 
‘self. It was not the duty of the reserve 
anks to establish any such policy, and 
their function was chiefly to carry out 
rders. If these orders involved ultimate 
icrifice to the public, through deprecia- 
tion of bonds or in other similar ways, 
hat was not a reflection upon the banks 
it upon those who framed the Trea- 
iry's policy. Altogether, therefore, the 
reserve banks must be accounted as 
having rendered a unique service to 
the nation in a time of unique emer- 
gency, and as having discharged their 
duty economically and_ effectively. 
From this point of view their 
success has been great and un- 
disputed. det 


Function as Central Banks 


\ very different point of view 

ust be adopted when we come to con- 
sider the function of the Reserve System 
rom the purely central banking stand- 
point. By this is meant the function of 
leading the discount market,” regulating 
ites, distributing funds evenly and equi- 
tably throughout all classes of the com- 


munity, and all parts of the country, and 


organizing the banking community 
ipon a basis which insures the best and 
heapest service to the public at large. 
This phase of the Reserve Banks’ service 
vers a large area and cannot be thor- 
ughly discussed in brief space, but the 
main points may be indicated. 
A central bank performs its best ser- 
vice when it is successful in so regulat- 
ge credit that there are neither ups nor 
downs in business, nor any great and sud- 
den fluctuation of prices. This service 
renders chiefly through its control of 
the discount rate, and through its action 
supplying foreign remittances. During 
the ten years since the organization of 
ie System, the price level has passed 
through very much greater fluctuations 
han ever before in history, while at the 
ime time the business community has 
passed through an era of failures and of 
isaster never before paralleled. The 
uctuations of credit sup- 


Largely 


CARTER GLASS 
instrumental in perfecting the 


thorities on banking in this country. 


and deflation, and to keep credit 
and business on a stable level, is per- 
haps the most serious shortcoming of 
the Reserve System. Interest rates are 
possibly rather more nearly level and 
equitable than they were before the Sys 
tem was established, but they have not 
varied widely from the old levels and re- 
lationships. Neither have 
very greatly as between different 
of the country. There is the same old 
condition of rates in the West 
and South, even for the soundest of pa 
per, at the time that 
rates exist in the stock market. There is 
the same plethora of funds devoted to 
speculation that formerly existed. Alto- 
gether, therefore, the Federal Reserve 
System cannot escape the criticism 
that it has failed to exercise the under- 
lying function of a central bank, in 
that it has been unable to make itself 
the leader of the discount market, and 
unable to regulate the supply of funds 
going to different parts of the country. 
This is partly due to its failure to use 
its open market powers, partly to its in 
ability to develop an system 
along sound lines, and partly 
obvious elements in the case. 


they changed 


sections 
excessive 


same unduly low 


acceptance 


to other less 


Federal Reserve 


and generally recognized as one of the highest au- 


failure to 
entire 


Closely connected with this 
perform its full functions, is the 
failure of the System in foreign relations 
It has established no foreign connections 
that can be accurately described as of 
any particular service. Those created dur 
ing the war were purely of an emergency 
type and of no permanent importance. It 
has undertaken no continuous foreign 
exchange duties, established no © foreign 
branches (except in Cuba), and taken on 
no responsibility for foreign discounting 


or loreign currency operations 


Lack of Foreign Relations 


The assigned reason has been that the 
risk was too great, and that with foreign 
nations in the unsound financial condition 
that has prevailed since the war, this 
would have been too hazardous an under- 
taking A more influential reason has 
probably been that there was strong oppo- 
any such dealings, due to the 
fact that the greater banks were hostile 
to them. Whatever the explanation may 
be, it remains true that the System has 
not done those things that 
it might have done without great 


sition to 


even 


hazard, and that as a consequence 
our foreign trade has lacked the 
support that it could have had 
from the banking system had that 
system been effectively organized to meet 
the need 

This shortcoming has been entirely vol- 
untary and conscious, the authorities in 
control of the recognizing what 
they were doing, and for their own rea- 
sons determining not to incur any foreign 
obligations or commitments whatever. 
They have had argument on their 
side, but the them has 
much and the 
our financial relation- 
markets has been cor- 
respondingly serious. All this means that 
the Reserve System has not allowed itself 
the full exercise of its normal duties and 
functions. It may do so later, but it 
will never be able to overcome the 
fact that it could have undertaken the 
work to good purpose much earlier, 
and that had it done so, it would have 
rendered an inestimable service to 
American foreign trade and to the de- 
velopment of an international financial 
market in the United States. It would 
also, probably, have been able to pre- 
vent the regrettable withdrawal of 
American banks from the foreign field 
by giving them a kind of support 
which they needed. 


A Mixed Verdict 


System 


some 
argument against 


been very more weighty, 


failure to 
ship with 


improve 


foregn 





ly .have been enormous, 
il, while it is true that 
ther countries have had 
very similar experiences, it 
hould always be remem- 
ered that the United States 
as in a position to avoid 
iem by wise action, at 
least in part, while the 
other countries were not. 
The failure, therefore, to 
manage the discount 
market of the United 
States in such a way as 
to check both inflation 


The analysis is 
worded; but, characteristically where Mr. Willis is 
concerned, it is wholly free of bias, and discusses a}, 
vital problem on its own merits alone. 


NO AMERICAN— 
—Banker, business 

to read this searching analysis of the workings of the 

Federal Reserve System. 


man or 


emphatic, 


investor should fail 


outspoken, 


The verdict upon the suc- 
Federal Reserve 
thus necessarily 
Foreign observers 
with 
extensive 


cess of the 
System is 
mixed. 

regard it 
witness the 
ing of the System in va 
rious countries. Many home 
critics have blamed it for 
acts which constitute its 
principal claim for merit 
has suffered very great 
ly from the lack of an in 
formed and effective pub 
(Please turn to page 1041) 
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© International 


Financial Effects of the Japanese 
Cataclysm 


Japan’s Losses Probably Overestimated—Businesslike 
Reconstruction—America’s Interest in Rebuilding Japan 


N observer from Mars would probably 

have reported the Japanese earth- 

quake, with its accompanying fires, 
tidal wave, and typhoon, its enormous and 
unguessed loss of lives and property, as the 
greatest disaster that had visited the hu- 
man race since the Great War. What 
would have astounded him beyond mea- 
sure, however, would have been the enor- 
mous difference in the immediate sequels 
of these two catas- 


By MAX GOLDSTEIN 


universal feeling was one of active sym- 
pathy which expressed itself in emer- 
gency relief measures, the dispatch of 
boats with food, clothing and medicines, 
the collection of millions of dollars in re- 
lief funds, and the preparation of far- 
reaching plans of economic reconstruction 
for the stricken country, with the active 
cooperation of the other countries wh'ch 
maintained close relations with Japan. 


THE WATERFRONT 
AT YOKOHAMA 


Where the tidal wave 

following the earth 

quake struck Tokio’s 
seaport 


When a vast destruction of life and 
property takes place in a few hours 
through an earthquake, and not over a px 
riod of several years, through a war, th: 
big commercial nations seem to realiz 
that humanitarianism and economic inter 
est alike demand both temporary mea 
sures of emergency relief, and more fun 
damental measures for the reconstructio: 
of the economic life of the affected area 

at the earliest dats 





trophes, as pointed = ne 
out by a _ contem- 
porary weekly. The 
war, born of man 
and maintained by 
mutual — enmities, 
was followed by 
months of blockade, 
by strict and re- 
pressive measures 
which had _ the 
effect, if not the in- 
tention, of destroy- 
ing the economic 
vitality of the de- 
feated country, and 
in effect, and cer- 
tainly without in- 
tention, sapped the 
economic life of the 
victorous nations. 
Immediately on 
receipt of the news 
of the Japanese dis- 
aster, on the con- 
trary, a product of 
natural forces, the 


Form of Wealth 
Lands 


Harbors, lakes, etc 
Trees 

Buildings 
Furniture, etc. .. 


Vehicles 

Ships 

Water works 
Bridges 


Products of 
Mfg. products 
Mining products . 
Marine products 
Govt. real prop 


Miscellaneous 








THE REAL EXTENT OF JAPAN’ 


Mines & quarries... siadiieie 
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Million Yen 
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Mfg. machinery, tools, ete 
Live stock and poultry. .... 
Railroads and equipment 


Agricultural products. . 
forestry. 


Imported merchandise 
Gold and silver coin and bullion 


Property of Imperial family 
Excess of investment abroad 


Total 4 prefectures care 
Grand total Japan propsr.......... 


Per Cent of 
Loss to 
“OOS Wealth of 


possible. 
Like a War 


The loss suffered 
by Japan during th 
disaster is compar 
able to that of 
short intense wat 
It was greater, pro 
portionately, tha 
that suffered by 
France through th: 
War of 1871, out 
side of the indem 
nity. 

The estimate o 
property damagé* 
prepared from offi 
cial material by th 
Japanese Financial 
Commission for th 
United States indi 
cates a_ tentativ 
figure of 932 mil 
lions of loss, which 
considerably un- 

previous  esti- 


~ Four Pre- 
fectures 
Amount of 
Loss Esti- 
©@ mated in 
Million Yen 
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This would make up apout 
e estimated national wealth of Japan. 
ere are some ifs and buts connected 
this estimate, however. One reason 
the estimate is so low is because the 
affected, including Tokio and Yoko- 
, do not comprise the actual produc- 
listricts of Japan, but rather its ad- 
trative and business headquarters. 
bear the same relation to farming 
ndustrial production that New York, 
bears to Pittsburg and the wheat 
The four prefectures affected are 
ated to have contained 10% of Ja- 
productive resources, and the loss 
ints to 20% of this amount, or 2% 
ipan’s total wealth. 
is true that the “values” contained 
lministrative and commercial machin- 
ire hard to estimate, but we have an 
ition in the case of Austr‘a. Follow- 
the splitting-up of the old Austro- 
arian Empire, the diminished 
c of Austria contained most of the 
nistrative and commercial machinery 
he old Empire, but lost most of its 
ultural and industrial i 
y, the opposite of what has happened 
ipan. Austria’s poverty today indi- 
s that these “tangible” national re- 
es are, in the last analysis, worth 
taken alone. 


Land Untouched 


the other hand, certain 
s of national wealth escaped 
ed. The value of land, for instance, 
rmally a third or thereabouts of the 
national wealth. In the case of Ja- 
this value, amounting to 41 billion 
(or 20 billion dollars) out of a total 
8.8 billion yen (48 billion dollars), re- 
s undiminished by a cent, for the 
of land represents solely the capital- 
earning power of the population, and 
it affected by changes on its surface 


Re- 


resources-—eV1I- 


ele- 
un- 


large 





ternational 


Auother element of wea'th which re- 
mains unimpaired is Japan's holdings of 
investments abroad own 
loans held by foreign investors, estimated 
at 280 million yen (140 million dollars). 
Another factor which was but slightly 
affected by the disaster is Japan’s hold- 
ings of cold and silver specie and the 
currency surplus, of which the first 
amounted to 1,780 million yen (890 mil 
lion dollars) and the second to 640 mil- 
lion yen (320 million dollars), together 
1,210 million dollars. About a tenth of 
this amount was held in the affected 
areas, and of this tenth about 1% was lost, 
so that altogether the damage to Japan 
on this important item was «nly 1/10 of 
1 per cent. 

Where the damage was larger 
such items as buildings, of which 60% 
of those standing in the four prefectures 
are counted as lost; furniture, machinery, 
railroads, ships, manufactured products, 
stocks of imported merchandise, agricul- 
tural products and live stock 

The most direct repercussion on Ameri- 
can markets was felt in raw silk, of which 
Japan is a leading exporter. Following 
the initial scare which sent raw silk up 
from $7.50 a pound to $11 in the New York 
market within a day, it has developed that 
scarcely more than 30,000 bales of raw 
silk could have been lost. 
clusive of raw cocoons 
which are normally 
sent for further manufacture 
port to Yokohama. This 
about 1/10 of Japan's annual production, 
item 


in excess of its 


was im 


This is ex- 
and filatures, 


reeled before being 


or for ex- 
loss represents 
and is probably the heaviest singh 
of its kind. 


The total loss is thus seen to have 


been 
probably overestimated, particularly 
remembered that initial esti- 
from 2 to 5 billion dollars’ 


very 
when it is 
mates 
worth, and as for silk, 


ran 
from % to ™% oft 


the crop was thought to have been de- 
stroyed. 


Reconstruction Prospects 


Now that an initial accounting has thus 
been made of the past, the thoughts of 
Japan and of that part of the world which 
is interested in Japanese trade, now turn 
naturally to the question of reconstruc- 
tion. Some surprise has been expressed 
in American business circles at the small 
amount of actual buying which has as yet 
taken place on behalf ‘of Japanese recon 
struction. In important recon 
struction material as 
it is doubtful if all the actual purchases 
made at the present time total 10,000 tons, 
and this has been admittedly for 


such an 


steel, for instance, 


specula 
tive account. 

The reason is that Japan has decided to 
approach the problem of reconstruction in 
a thorough and systematic having 
ample evidence before its eyes in the case 
of Europe of what happens when recon- 
struction is tackled haphazardly 

A Reconstruction Committee 
appointed, by an Imperial Edict of 
tember 17, president is Premier 
Yamato and whose chairman is Viscount 
Goto, Minister of Home Affairs. In addi- 
tion to the entire Cabinet, this committee 
includes the heads of the majority 
opposition parties, and representatives of 
all the important 
such as Mr. Ichki, president of the 
of Japan, Mr. Shibusawa, 
known as a promoter of indus 
trial and commercial Mr. 
Oishi, formerly a statesman, and several 
others. 

This committee is to determine the 
main outlines of the reconstruction policy, 
and every effort is 
to conclusions as rapidly 
of the first fundamental 
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as poss ble 
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Before the catastrophe this was the flourishing town of Ito, in the Idzu prefecture 
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constantly in danger of falling into 

the mental habit of thinking that the 
“bond market” that they talk about rep- 
resents a single unified thing, which be- 
haves in the same way throughout all its 
parts. As a matter of fact, a time like 
the present illustrates very well the highly 
composite nature of the bond market, and 
the variations in the responses of its dif- 
ferent sections to the influences which 
affect the bond market. 

At the present time, both the seasonal 
and the long-swing factors which affect 
bond prices are tending toward a higher 
level of yields and a lower level of prices, 
as far as purely investment values go. 
For the time being, the most immediately 
noticeable factors are the demand on the 


constantly of the bond market are 





By THOMAS P. ROBINSON 


various channels of investment. At the 
present time, the yields of high-grade 
bonds are so far below those available 
on more speculative issues, both of bonds 
and of stocks, that the difference in se- 
curity is more than allowed for, and a 
good part of the buying of sound invest- 
ment stocks has come out of this realiza- 
tion. If a large number of presumably 
high-grade bonds are to be offered in this 
market later on, the yield basis will prob- 
ably have to be improved to attract funds, 
which have little difficulty in finding sat- 
isfactory investment otherwheres. Such 
a develpoment would compel bonds in the 
market to offer a better yield inducement, 
and thus operate to depress the prices of 

the highest grade of bonds. 
In addition to the seasonal and foreign 
situations, the un- 





derlying _ position 
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‘The Course of Bonds: of 


ww a £& © 


bonds in the 
“business cycle” is 
not favorable to 
an upward price 
movement. Even 
during the slow- 
ing-up of the rate 
of business ac- 
tivity which oc- 
curred in the sum- 
mer, and _ which 
could reasonably 
be expected to re- 
lease funds for 
bond investment, 
the average price of 
40 bonds showed 
a continuation of 
the downward 














banks for funds for crop-moving pur- 
poses and the prospect that our invest- 
ment market will be called upon to finance 
a Japanese and possibly, if the transcon- 
tinental situation works out favorably, 
one or more European loans. 

That there are sufficient investment 
funds available, at the present time, is 
indicated by the excellent reception which 
has been accorded such issues as those 
recently put out by the Louisville and 
Nashville, the Union Pacific, and the 
short-term loan of the Argentine Repub- 
lic. 

What to Consider 


The question of immediate yield, how- 
ever, is important in determining the 
movement of investment funds into the 


988 


movement which 
may be considered to have started last 
October. 

As there were no great offerings of 
bonds during this time, the only explana- 
tion is that business, commodity purchases, 
real estate, and stocks offered more at- 
tractive opportunities for the use of in- 
vestment funds than the bond market. 
The outlook is that this situation will con- 
tinue operative for several months, at 
least, as no business setback of any dimen- 
sions is indicated as yet. 

The relation of Government fiscal re- 
quirements with the state of the bond 
market will become a matter of interest 
shortly, after having remained dormant 
for several months. The Treasury has 
just put out an issue of 200 millions in 
short-dated certificates, which will com- 
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Why Bonds Are Noton BargainCounter 


Difference in Position of Pure Investment and of Speculative Issues 
—Prospective Sources of Investment Funds and of Loan Offerings 


pete actively with the better grad 
short-term obligations, and may hel; 
bond prices down. 


Autumn Demand 


The Fall reinvestment demand 
offers much matter for discussion, n 
to amount, which it is known will 
ample, but as to ultimate destina 
Profits from business enterprises, income 
from Government and other bonds, divi 
dends on stocks, and funds derived 
the settlement of accounts originating, 
agricultural transactions will all flow 
the hands of the investing public wit 
the next few months. The amount 
in all probability be well in excess o 
amounts similarly available for invest 
ment in recent years. 

As to the disposition of these funds, 
the bond market will undoubtedly ab 
a large proportion, even if the invest- 
ments which it offers compare unfavor 
ably on a strictly yield basis with the re- 
turns on other types of investment. Insti- 
tutional buying and _ investments by 
wealthy individuals or those to whom 
safety is a prime consideration usually 
play a large rdéle at such times. 

To these must be added foreign buyers, 
particularly Europeans, who have been a 
strong sustaining factor in the bond mar- 
ket of this year, especially as their | 
chases have tended to concentrate around 
the very highest-grade issues available, 
and preferably among bonds listed on the 
New York Stock Exchange. 

New borrowing in the near future will 
be conditioned by the needs of the Fed 
eral Treasury, and of countries undertak- 
ing reconstruction work, as well as by 
railroad requirements. In some cases the 
idea is apparently authenticated that cer 
tain railroad bonds have been maintained 
at a high price level to facilitate the float 
ing of relatively low-yield bonds later on 
this year. 

There is little outlook of new bonds 
coming out in quantity sufficient to absorb 
the funds seeking investment this fall and 
winter, and from this point of view bonds 
should not go much further down. From 
the standpoint of adjustment of yield t 
what is offered by other forms of invest- 
ment, however, the price position of high- 
grade bonds appears to be inviting a 
smoothing-down process. 

Within recent weeks, for instance, sav- 
ings banks have been turning more and 
more from investment in the “legal” listed 





curities to real estate mortgages, which 
are equally legitimate and net several 
points more in yield. Judging by the re- 
cent trend in time money, which has just 
one on a 5%% basis after several 
months of 5-5%4% rates, this decision was 
by no means unjustified. 

While the outlook for the very highest 
erade of bonds thus favors price cuts, the 
semi and fully speculative groups are im 
, different position. These bonds have 
chown ability to rise in a generally de- 

¢ bond market, on the basis of im- 
ng strength in their industry. 
adoxically enough, this has often oc- 
| at a time when the stocks of the 
companies were making a poor show- 
a generally rising stock market. A 
in point is that of the fertilizer 
and of certain railroad issues of 
pe of the Erie and Chicago & Alton 


r bonds not of the highest grade, there- 
the outlook depends on the individ- 
ictors appertaining to each bond sep- 
ly, rather than on the general fac- 
wrs affecting the yield level of bonds. 
Passing the various classifications in 
rapid review, we may point out that for- 
ion government bonds, apart from the 
high-grade issues like those of the British, 
Dutch and similar governments, have been 
ving wide fluctuations as a class, and 
general have been headed down. Even 
some of the better South American issues 
have not been exempt. 
Industrial bonds, as well as railroad 
nds, have shown improvement almost 
n the opposite ratio to their merit. The 
vrade of bonds have been depressed 
the conditions already mentioned, but 
the more speculative issues have been 
enetited by the gencrally improving sit- 
ation in their respective industries. 
Conditions favor the obligations of 
steel companies, mining companies, and 
ertain of the railroads, sugars, and paper 
mpanies, but seem to be adverse to 
of companies connected with the 
industry, except for certain issues 
vhich have not yet adjusted themselves 
to the prevailing level for bonds of their 
type; oil companies, and, in the long run, 
public utility companies as a group, al- 
though here and there good opportuni- 
ties may be found, as illustrated in the 
Bond Buyers’ Guide” of this issue. 
thin each group, it should be noted, 
ure exceptions to these general statements 
f approval or disapproval. While most 
public utility bonds, for instance, present 
little attraction, certain ones have been 
vlected marketwise as to offer un- 
attractive yields, in view of the 
behind them. A number of in- 
istrial bonds are also presenting un- 
usually good yields at present, and where 
the intrinsic status of a company is good, 
irrespective of the outlook for its indus- 
try, yield should be the determining fac- 
tor in deciding on bond purchases. On 
further examination, it will be found that 
most of these opportunities lie in the 
semi-speculative and highly speculative 
fields, particularly in the former. These 
bonds, together with a number of pre- 
ferred issues and a few investment com- 
mon stocks, are the most attractive “bus- 
Ness men’s investments” now available. 
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BOND BUYERS’ GUIDE 


HIGH GRADE « 


(For Income Only) 
Non-Callable Bonds: 


Canadian Northern Debenture 6%4s, 1946 
Delaware & Hudson 7s, 1930 

Great Northern Genl. 7s, 1986 

New York Central Rfid. and Imp. 5s, 2013 
Western Union Telegraph Co. 6%4s, 1936 
New York Edison Co. 6s, 1 

Bush Terminal Buildings 5s, 1960 


Callable Bonds: 


Armour & Co. of Del, Ist 5%s, 1943..... eccece 
Armour & Co. Real Estate 44s, 1939 

Canadian General ~~ | deb. 6s, 1942. 
Duquesne Light Co. 6s, 1941 

Philadelphia kA, és, 1944 


Short-Term Bonds: 


B. & O., P. J. & M. 3%s, 1925 

B. & O., Southwest Div. Ist 1 Shs, 1925 
Seaboard & Roanoke Ist 6s, 1926 

Southern Pacific conv. 4s, 1929 

Union Pacific conv. 4s, 1987. ......2.-ccccees eee 
Dominion of Canada Internal 5%s, 1927 

Bell Telephone Company of Canada 5s, 1925 
Aluminum Company of America 7s, 1925 
Central Leather Co. Ist 5s, 1925. 

Columbia Gas & Electric ay Ist 5s, "1927 
Fisher Body Corp. 6s, 1926 


MIDDLE GRADE 
(For Income and Profit) 
Railroads: 


Baltimore & Ohio, 1948 
Carolina, Clinchfield & Ohio Ist - 3 1938 
Chesapeake & Ohio conv. 5s, 1946 
Cuoa R. R. Ist 5s, 1952. 
Chicago & Eastern Illinois Gen. 5s, 195i 
Kansas City Southern Rfd. and Imp. 5s, 1950 
Missouri, Kansas & Texas Prior Lien 5s, 1962 (c 
Minneapolis, St. Paul & Sault Ste. Marie 644s, 1931... 
Missouri Pacific Ist and Rfid. 6s, 1049 b 
.. O. & N. E. Rfd. and Imp. 4%s, 1952. 
L. & S. F. Prior Lien 4s, 1950 
ston Pacific Ist 5s, 1946 


Industrials: 
Anaconda Copper Mining Co. Ist 6s, 1953 
Bethlehem Steel Co. 5s, 1936 
Computing iabulating & Recording 6s, "1941. 
Goodyear Tire & Rubber Co. 41 
B. F. Goodrich Ist 6%s, 1947 
Hershey Chocolate Co. 6s, 1942 
South Porto Rico, Ist Mtg. and Col 7s, 1941 
Union Bag & Paper Co. 6s, 1942 
U. S. Rubber 5s, 1947 


Public Utilities: 
Amer. Water Works & Elect. Corp. Col. &s, 1934.... 
Dominion Power & Transmission Ist 5s, 19'2 
Denver Gas & Elec. Ist and Rfid. 5s, 1951 
Havana Elec. Ry. Light & Pcwer 5s, 1954 
Northern States Power 6s, 1941 
Pacific Gas & Elec. Genl. and Rfid. 5s, 1942 
Public Service Corporation of N. J. 6s, 1959 
Utah Power & Li 
United Fuel Gas 6s, 1936 


SPECULATIVE 
(For Income and Profit) 
Railroads: 
Chicago Great Western Ist 4s, 1943 
Erie Genl. Lien 4s, 96 
Chicago, Milwaukee & St. Paul conv. 6s, 2014... 
lowa Central Ist Mtg. 5s, 1 ~ 
Missouri Pacific Genl Mtg. 4s, 1975. Bee 
Missouri, Kansas & Texas Kae Mtg. 5s, 1967.... 
St. Louis & San Francisco Adj. Mtg. 8s, 1965.... 
Rock Island, Ark. Louisiana Ist 4 
Southern Railway Genl. Mtg. 4s, 
Western Maryland Ist Mtg. 4s, 195: 


Industrials: 


American Writing Paper Co 6s, 1939 
Cuba Cane Sugar 7s, 1930.. 

Chile Copper 

International Mercantile Marine 6s, 1941 
Virginia-Carolina Chemical 7s, 1947 


Public Utilities: 
Chicago Railways Ist 5s, 1927 
Hudson & Manhattan Rfd. 5s, 
Interboro Rapid Transit 5s, 1966 
Third Avenue Railway Rfd. 4s, 1960 
Virginia Railway & Dower bs, 1934 


*. 
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* Principal and interest guaranteed by Dominion of Canada. ft Callable in 1951. t Call- 
able in 1936. { This represents the number of times interest on the companies’ entire out- 
standing funded debt was earned, based on earnings during the last five years. Includes 


government payments during period of government operations of railroads. 
(c) Lowest denom., $100. 


(a) Lowest denom., $1,000 


(b) Lowest denom., $500. 
(dd) Average last two years. 


(d) Lowest denom.., $. 


e Average last three years. £1922. g Average last four years. h Average last six 


years. i Does not include interest on adjustment bonds. 











Some Startling Facts About 


Note: This article presents the truth about 
railroad equpiment trust certificates in terms that 
are utterly unconventional. It has been the habit 
among investors heretofore to regard this type of 
security as safe without question, no matter under 
what circumstances or by what company they were 
issued. This has lead to a great deal of erroneous 
investment thinking. The truth about the invest- 
ment certificate—or any other kind of investment 
security—is that the closest sort of examination is 
necessary before the investor can assure himself 
as to the safety of his principal. Without at all 
casting aspersion on these issues, as a class, the 
writer points out the circumstances under which 
investment in them can be safely made are rela- 
tively narrower than most people imagine. 

A equipment trust notes were issued in the first 

six months of the current year as against a 
total of about $150,000,000 sold during the entire 
vear of 1922, which is striking evidence of their 
increasing popularity as a medium of investment 
and makes the discussion of their relative merits 
a matter of timely interest. 

The security afforded to investors in equipment 
notes is the value of the locomotives and cars to 
which the trustee of the issue holds title until all 


PPROXIMATELY $200,000,000 of railroad 


the notes are paid off, and it is to the value of this 
rolling stock only that the investor must look for 
the safety of his principal. 


How a Road Makes Payment 


For the benefit of those who have not had oc- 
casion to familiarize themselves with this type of 
obligation it may be said that the customary way 
for a railroad to buy new rolling stock costing, say, 
$10,000,000, is to make a cash payment from its 
treasury of $2,000,000 or $2,500,000 and then obtain 
the rest of the amount through the sale of equip- 
ment trust notes which are secured by an absolute 
first mortgage on the rolling stock until all of the 
notes have been redeemed by the railroad company, 
which is usually done in semi-annual or annual 

instalments over a period of 15 years. al 

By the terms of the mortgage or agree- 4 gve 
ment securing the note issue, the railroad i 
company obligates itself to keep this 
rolling stock in good repair as long 
as any notes are outstanding, 
and since the average useful 
life of modern locomotives 
and steel cars is esti- 
mated at over 25 
years, the pur- 
chaser of the 
notes, under 
ordinary con- 
ditions, sees a 
constantly in- 
creasing mar- 
gin of safety, 
with the 
amount of 
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What the Drop in Prices 
1920 Has Done—Things to 


A Penetrating Analysis 


il 
In 


notes being reduced one-fifteenth or 624% ea 
year against a depreciation of only 4% or 5% 
the value of the rolling stock. . 

That, at least, was the situation before the 
European war and by virtue of it equipment notes 
gained an enviable reputation for punctuality of 
payment both of principal and interest even in 
receiverships, when other obligations of the road 
had to be scaled down, but in the past eight years, 
the tremendous inflation of all prices and the sub- 
sequent deflation have brought about a distinction 
between various equipment issues that has not been 
generally observed. 

Statistics have recently been published showing 
the yearly average costs of locomotives, freight 
cars and passenger cars, and comparing them on 
a percentage basis with the costs during the period 
from 1910 to 1914, which may be abbreviated as 
follows to show the rise to 1920 and the enusing 
decline: 


AVERAGE COSTS 
Loco- Freight Passenge) 
Years motives Cars Cars 
1910-1914 incl. 100% 100% 100% 
273% 199% 
313% 218% 
230% 160% 


The above figures indicate not only that railroad 
equipment cost from two to three times as much in 
1920 as in 1910-1914, but also that in 1922 costs 
were appreciably lower than in 1920, the cost of 
locomotives and the costs of both classes of cars in 
1922 being respectively 71% and 73% of their 1920 
costs, and while there has been an increase in 
prices since last year, it is not a marked one, so for 
the purpose of comparison, let us assume that the 
present cost of railroad equipment is 

75% of the 1920 prices. 
Effect on Margin of Safet, 
To show the effect of this de- 
cline on the margin of safety 
behind the note issue, we will 
consider the present position 
of the investor in equipment 
notes secured by an average 
locomotive purchased _ in 
1920 for $40,000. If, at the 
time of purchase, notes had 
. been issued to the extent of 
80% of cost, as is common- 
ly done, they 
would have 
amounted to 
$32,000 par 
value, giving 
the purchaser 
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of Railroad Equipment Since 
Consider in Buying These Issues 
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a clear equity of $8,000 or 20% of the value of 
the locomotive, and the notes have been reduced 
me-fifteenth annually in the three subsequent years 
ieaving outstanding at present only $25,000 par 
value. Meanwhile, however, since present values 
are only 75% of 1920 costs, the value, or cost when 
new, of the locomotive in question has declined to 
£30,000 and this amount is further reduced by 
hree years depreciation at, say, 5% annually, to 
$25,500, so that the owner of the notes is in reality 
oaning $100 more than the value of the locomotive 
vhich, outside of the credit of the railroad com- 
pany, is his sole security. 

The above is the situation as it exists on the day 
when the third annual instalment is redeemed, but 
if, just prior to that date, the issuing company be- 
comes insolvent it is probable that the instalment 
will not be paid promptly, and therefore only two- 
fifteenths of the notes will have been redeemed 
leaving $27,733 outstanding against the locomotive 
having a value of only $25,500 at the end of the 
third year. 


Explanation of Table 


This same case is illustrated in the first example 
of the accompanying table, which, for convenience, 
is based on an assumed unit of equipment costing 
originally $1,000, showing its value in subsequent 
years, figured at 75% of cost less depreciation at an 
annual rate of 5% for the first five years, 4% for 
the second five years and 3% for the rest of the 
time, the value of the $1,000 unit at the end of 
three years, for instance, being found by taking 
75% of cost, or $750, and further reducing that by 
($37.50) for each of the three years, leaving a 





Railroad Equipment Trusts 





net value of $637.50; in the same way at the end 
of the fourth year that amount is diminished by 
another $37.50 and so on. 

Under each year are two columns: the figures 
in Column “A” showing the amount of notes out- 
standing before the payment of the annual instal- 
ment then due, and in Column “B” the amount 
outstanding after their payment, both of which 
amounts are for comparison with the correspond- 
ing value of the equipment at the top of the column. 
Directly below each amount of notes outstanding 
appears a percentage indicating the equity or 
margin of safety afforded the investor, either pos- 
itive or negative, which is the relation between 
the value of the equipment and the amount of notes 
then outstanding above or below that value. For 
illustration, take the first example in the table at 
date of issue where a cash payment of $200 was 
made and notes issued for the remaining $800; the 
value of the equipment, $1,000, is $200 in excess of 
the amount of notes outstanding, giving an equity 
of 200/1,000 or 20%, and the same example at the 
end of three years in Column “B” shows the equip- 
ment worth $637, which is $3 wil than the amount 
of notes then outstanding, giving a negative equity 
of 3/637, or minus one-half of one per cent. 

The first two examples are typical of the major- 
ity of equipment issues and differs only in the 
amount of the initial cash payment, the first being 
20% and the second 25%, the notes in each case 
being retired in fifteen equal instalments, begin- 
ning at the end of the first year. The effect of the 
extra 5% payment in the second example, which 
at first sight may appear a negligible factor, re- 
sults in reducing the amount of notes to the value 
of the equipment before the payment of the fourth 
instalment (Column “A”, 4 years), while in the 
first example there is still a negative equity of 7% 
at that time, and it is not until two years later 
(Please turn to page 1050) 








initial Amts. 


seams ee ob — Origins 3 Years 4 Years 5 Years 6 Years 7 Years 8 Years 9 Years 10 Years ti Years 
Pee a A $600° $563* $533° $503° $473° $443" $413° ssoor 
Examples of Equipment Note Issues At Date —————. Or OF Oe rN ON ~_A~A—, ~~ SS en eee 
1—TYPICAL NOTE ISSUE. of Issue Ss 8 A B A B A B a B A 8B A 8B A 8B a 8B | 
"ia 1/15th ann'ily; ist te 15th yrs. inclusive. | 
Amount outstanding............ . $800 $693 $640 $640 $587 $587 $533 $533 $480 $480 $427 $427 $374 $374 $320 $320 $267 $267 $214 
BD ceccccecccccecccecccces 20% —9% —'2% —7% 2% —4% 5% 10% 5% 15% 10% 21% 16% 28% 22% 35% 32% 45% 
No. 2—TYPICAL NOTE ISSUE. | 
Maturing 1/15th ann'lly; Ist te (5th yrs. inclusive. | 
Amount outstanding................ : $750 '650 S600 $600 $550 $550 $500 $500 $450 $450 $400 $400 $350 $350 $300 $300 $250 $250 $200 
! GEE Secccccceccocecoccececscces 25% —2% 6% . 8% 2% 11% 6% 16% 10% 20% 15% 26% 21% 32% 27% 40% 36% 49% | 
No. 3—UNION PACIFIC 7s. } 
Dated June ist, 1920. Maturing |/12th annually; No 
4th to {Sth years inclusive. instal - } 
| Amount outstanding............... ‘ $667 £067, «ment $667 $611 $611 $556 $556 $500 $500 $444 $444 $389 $389 $333 $333 $278 $278 $222 
BE cccensewcusqsneeencccceseume . 3344% —5% due —1I% —2% —9% 1% —4% 6% Ye% 12% 6% 18% 12% 25% 19% 33% 29% 43% 
No. 4—ILLINOIS CENTRAL 7 
Dated Oct. Ist, 1920. Maturing |, ith annually; No No 
5th te (5th years inclusive. instal - instal - 
Amount outstanding. .................. . $600 $600 ment $600 ment $600 $545 $545 $491 $491 $436 $436 $382 $382 $327 $327 $273 $273 $218 
RE cuunteetesedeaseessegunesseseces ° 40% 6% due due —7% 3% —2% 8% 2% 13% 8% 19% 14% 26% 21% 34% 30% 44% 
No. 5—CHESAPEAKE & OHIO 6 
| Dated Dec. ist, 1920. Maturing 1/12th a No 
4th te 15th years inclusive. instal - 
Amount outstanding................. $550 $550 ment $550 $504 $504 $458 $458 $413 $413 $367 $367 $321 $321 $275 $275 $229 $229 $183 
BEE wdesecccnscnsvcapcacesvesees 45% 14% due 8% 16% 10% 19% 14% 23% 18% 27% 22% 32% 286% 39% 33% 45% 41% 53% 


* Value figured at 75% of cost less depreciation. 


AN ANALYSIS OF RAILROAD EQUIPMENT TRUST CERTIFICATES 


CORRESPONDING AMOUNTS AT END OF GIVEN YEARS —, 


A—Amount before payment of annual instalment. 








B—Amount after payment of annual instalment 











for SEPTEMBER 29, 1923 






















Applying the Acid Test to Railroad 


Farnings 


A Thoroughgoing Analysis of the Maintenance Situation 
and How It Applies to Earnings of the Leading Carriers 


UCH stress has been laid on the 
M splendid recovery and record earn- 

ings of the Class I railroads in THE 
MAGAZINE OF WALL Srreet during the 
first four months, but little has been said 
regarding the effect of the maintenance 
policies of the individual roads on the 
surface showings. The factor of main- 
tenance is an all important one and the 
railroad statement without this informa- 
tion is almost as useful in ascertaining the 
real status of a road’s earnings and con- 
dition as a statement of net earnings be- 
fore depreciation and depletion is in ascer- 
taining the real status of an oil producing 
company. 

The object of this article, therefore, 
will be to give investors a “close up” on 
railroad earnings from the view-point of 
up-keep of property and equipment. In 
other words, the acid test will be applied 
to the term “net operating income.” The 
accompanying table on maintenance tells 
the entire story in a nutshell. A full ex- 
planation of the relative importance and 
interpretation of the different factors used 
is contained in the following paragraphs. 


Explanation of Table 


In studying the figures for the first 
half of the current year, as furnished in 
the accompanying table, it should not be 
deduced in the cases of roads that have 
reported large net earnings and compara- 
tively small maintenance charges, that the 
situation is necessarily unsound, for many 
roads that were in good physical condition 
and had a small percentage of unservice- 
able equipment at the beginning of the 
year, could well afford to temporarily cut 
down on maintenance charges. 

In reading the table, it may be said that 
the column showing the percentage of 
maintenance expenses to operating revenue 
gives a general idea of what is a normal 
relationship between these two items. As 
a general proposition, a percentage below 
36% is an indication of inadequate mainte- 
nance, but more accurate information is 
furnished by the columns showing the 
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actual maimtenance per mile of road 
operated and maintenance per locomotive 
and freight car owned or leased. Here 
no average figure can be used as indi- 
cating what is normal, for the amount of 
money expended per mile and per unit 
of equipment is dependent on the density 
of traffic of roads in different sections of 
the country. In attempting to ascertain 
what constituted adequate maintenance 
write-offs, full allowance has been made 
for the different requirements of each re- 
spective group of roads. In the column 
on maintenance per mile of road for the 
first half of the current year, it may be 
said, generally speaking, that the figures 
should amount to approximately 50% of 
the figures for the full year 1922. 


Status of Individual Roads 


In the case of the so-called stronger 
roads, where slight allowances have been 
made for larger maintenance expenditures, 
it is only fair to state that the term “Al- 
lowing for proper maintenance charges” 
should not be taken too literally. Many 
of these roads are in good physical con- 
dition, and, as previously pointed out, the 
reduction made for the year represents 
nothing more than the amount which 
would have been necessary under normal 
conditions. Then again it must be borne 
in mind that the reduced per share earn- 
ings are calculated on the basis of the 
indicated cut in maintenance expenses for 
the six month period and a continuance 
of the same rate of expenditure for the 
balance of the year. It is quite possible, 
although not likely, that this will be made 
up during the current half of the year. 

Thus in the case of the three transconti- 
nental roads, which are in excellent physi- 
cal condition, the actual indicated earnings 
can be taken at their face value. The 
slight indication of maintenance shading 
does not carry much weight, in fact if 
July earnings were included the per mile 
and per unit rate would show an increase. 

In the case of such roads as Southern, 
Atlantic Coast Line, all of the Southwest- 


ern roads, Pere Marquette and Philadel 
phia & Reading, however, the maintenanc 
cuts assumes a much more serious aspect 
With these roads it can be said that 
a goodly proportion of their abnor- 
mally large net earnings were made 
possible at the expense of property 
and equipment. Undoubtedly, Southern 
and Atlantic Coast Line have been skimp- 
ing maintenance this year, and while this 
does not mean that roadbed or equipment 
has been allowed to get into poor con 
dition, it does mean that the seven months’ 
earnings have been swelled considerably 
by a policy that cannot be continued and 
that when the larger write-offs, which will 
eventually have to be made, are resumed, 
the net earnings will decline considerably 
from the current level. 

When volume of traffic declines from 
the current record level, the earnings of 
those roads that have been going light on 
maintenance will then not compare so 
favorably with those of carriers that have 
written off full maintenance charges. The 
condition of the locomotives in service on 
the Atlantic Coast Line R. R. is poor, and 
considerably more money should have 
been expended for the rectification of this 
condition than has been this year. 

The condition of the equipment of the 
Southwestern roads is really serious and 
there is little excuse for the compara 
tively good showing that thes« 
roads are making. On the average, 30% ol 
the locomotives in service in these roads 
are unserviceable and the roadbed is in 
need of heavy maintenance work. Had 
adequate charges been made for ’Frisco 
and “Cotton Belt,” large dents would have 
been made in earnings available for their 
respective common stocks. 

Another outstanding example of fic 
titious earning power’ is furnished by 
Pere Marquette, whose net earnings would 
approximate about 56% of the amount 
reported, had adequate expenditures been 
made. 

In conclusion, it may be said that, as 
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MAINTENANCE FACTORS AND THEIR RELATION TO NET RAILROAD EARNINGS 


Maintenance T'l Maint. 
Way & Equip- Expenses— 
Structure ment % of Gross 
(000 Omitted) Revenues 
12,569 37.2 
36,183 38.8 
19,519 29.9 
12,153 36.3 
27,290 


Average 
Miles of 
Road 
Operated 
(a)8,946 
11,701 
11,247 

UNION PACIFIC 


Name of Road 
ATCHISON 


34.3 
25.1 
35.0 
30.0 
26.3 
32.4 
27.7 
37.0 
36.6 
37.7 
$1.1 
32.0 
28.7 
37.7 
38.7 
$1.9 
(c)4,751 ST. L.-SAN FRAN 31.5 
5,246 30.6 
5,254 8,1 32.0 
MO., KAN. & TEXAS... 37.4 


SOUTHERN PAC....... : 
SOUTHERN RY 
ILLINOIS CENTRAL.. : 
ATL. COAST LINE.... 


LOUISVILLE & NASH. : 


32.3 
38.9 
37.0 
33.0 
30.7 
38.6 
35.2 
30.0 
40.9 
38.3 
38.1 
38.2 
31.6 
22.7 
41.0 
$2.1 
21.9 
38.0 
36.2 
26.6 
38.0 
34.0 
28.7 
35.3 
35.7 
33.5 
39.4 
39.5 
33.4 
39.6 
40.0 
29.0 
27.6 

5 
22.4 
36.6 
42.5 
28.7 
36.7 
44.2 
26.6 
45.3 
43.0 
29.6 
34.5 
35.6 
24.1 


35.0 
35.0 
24.1 
37.3 
38.0 
32.4 


CHIC., R. I. & PAC.... 
ST. L. SOUTHW'N.... 
MO. PACIFIC 

GREAT NORTHERN... 
NORTHERN PAC...... 
CHIC., MIL, & ST. P... 
CHIC. & N. WEST'N... : 
BALT. & OHIO........ 
CHES. & OHIO 
NORFOLK & W 


PHILA. & READING.. : 


DEL. & HUDSON 
LEHIGH VALLEY.... . 
DEL., LACK. & W 

N. Y., N. H. & H 


(f)10,479 PENNSYLVANIA 


4:536 


(g)6,898 
(e)5,710 
(e) 5,689 


PERE MARQUETTE... 


* Figures are for first six months of the year. 


N. Y. CENTRAL....... : 


21,877 
34,876 
18,965 
2,332 
4,506 
2,007 


(a) Exclusive of 2,846 miles of subsidiary operating companies. Fig- 
ures for 1923 cover Atchison road alone. 


34.4 
37.2 
27.3 
32.2 
31.9 
29.6 


(f) Exclusive of 1,278 miles of subsidiary operating companies. 
ures include P. C. C & Louis. 


Maint. of 
Way & 
Struct. of 

Per Mile Per 


1,410 
3,090 
1,735 
1,410 
3,200 


1,751 


10,030 
9,300 


8,600 


6,200 
6,000 


7,540 


280 
257 


252 
223 
240 
166 
165 
209 
170 


isi 


Not Available 


4,030 
6,170 
6,000 
8,500 
7,150 
9,300 
5,675 


9,650 


140 
238 


is2 


254 


Not Available 


7,500 
8,165 
9,755 
6,285 


7,650 


260 


220 
315 


180 


St. 


Indicated 


gs 

Maint. Per Unit Per Sh. of 
uip. 

Per 

of Road Locomotive Fgt. Car 


Com. for 
the Cur’t 
Year 


$14.45 


10.45 
10.70 
12.40 
15.80 
20.60 
14.70 
‘9.70 
(aa)3.35 
65% 

of fixed 


chgs. 
12.90 


82% 


of fixed 


chgs. 
4.45 
2.30 
93% 

of fixed 
chgs. 
2.70 
20.40 
18.30 
12.75 
(cc) 18.00 
6.30 
13.15 
55% 

of fixed 
chgs. 
7.50 
65% 

of fixed 
chgs. 
5.85 
22.60 


10.20 


1923 Per Sh. 
Earnings, 
Allowing 
for Proper 
Mainten'ce 

Charges 
$14.00 


Present 
Div'd 
Rate 
$6.00 

9.50 10.00 

10.00 6.00 
9.00 

15.80 

13.25 

14.70 


3.00 


100% 
of fixed chgs. 


10% 
of fixed 
chgs. 
7.00 
50% 
of fixed 
chgs. 


4.00 
2,30 
93% 
of fixed 
chgs. 
2.70 
19.00 
17.00 4.00 
12.75 7.00 
(cc)13.50 (bb)4.00 
6.30 
13.15 
55% 
of fixed 
chgs. 
7.60 
65% 
of fixed 
chgs. 


“5.85 
20.30 


5.75 


Fig- 


(g) Includes Boston & Albany and Ohio Central. 


(b) Exclusive of 461 miles of subsidiary operating company. 

(c) Exclusive of 369 miles of subsidiary operating companies. 

(d) Exclusive of 45 miles of subsidiary —— company. 

(e) Exclusive of Boston & Ateny, Ohio Central, Big Four, Michigan 
e 


(aa) On the 7% preferred stock. 

(bb) On the common stock of the present company, the Reading Co. 

(cc) Calculated on outstanding stock of the present company, the 
Reading Co. 
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SEPTEMBER 29, 1923 














Erie R. R. Co. 





The Next Chapter of Erie 


Facts vs. Rumor—Has Erie Been Re- 
organized Without a Reorganization? 


By RUDOLPH 


OME years ago, THE MAGAZINE OF 

WALL StREET reprinted an interest- 

ing series of articles, “In the ‘Good 
Old Erie’ Days,” first published about the 
time of the famous essays by Adams. 
It read, in part, “The road, in the minds 
of the American public, seems to be a 
very peculiar compound of two distinct 
entities. There is the Erie Railroad 
physical, and the Erie Railroad financial.” 
Does the unnatural divorce between these 
component elements, as the writer aptly 
phrased the situation, still plague Erie? 
Considerable market activity reflects a 
well-defined difference of opinion as tu 
the correct answer. 

Successive reorganizations in 1859, 1878 
and 1893 were attempts to rectify defects 
in the financial structure and to secure 
sufficient cash to consummate necessary 
physical improvements. Where no formal 
default took place, Erie was never com- 
pletely out of the woods. In 1908, the 
company escaped bankruptcy only through 
the timely and spectacular intervention .of 
important bankers. Every now and then 
the rumor of impending receivership is 
drawn down from the mouldy shelves of 
gratuitous gossip. The most recent dis- 
turbance occurred early in 1922, with dis- 
astrous consequences to Erie securities. 

Physically, Erie’s struggle has been to 
build up the property so that it might 
compete with the more successful eastern 
trunk lines in securing a fair proportion 
of the high-grade freight. The last re- 
organization, that of 1895, was under 
Morgan auspices. It differed from the 
previous reorganizations in that both 
bonds and stocks were employed, instead 
of bonds alone, and that fixed charges 
were reduced, instead of being increased. 
The capitalization per mile remained high. 
To be successful, the new management 
would have to finance improvements with 
the smallest possible additional financing. 

The territory served is similar to that 
covered by the Pennsylvania, New York 
Central and Baltimore & Ohio. Compari- 
son with these strong systems cannot be 
wholly satisfactory. Regardless of the 
most urgent disavowals, the reader con- 
cludes that an impossible effort is being 
made to show Erie’s superiority. Freight 
density gives evidence of a well main- 
tained traffic expansion in the last decade. 
Pennsylvania’s freight density was almost 
as high in 1912 as it has been since. In 
maintaining its own, Pennsylvania has 
probably done as well as the limits of 
human efficiency permit. If there also 
exists a railroad saturation point, Penn- 
sylvania is, of course, closer to that stage 
than Erie. The latter’s average freight 
train load, one of the efficiency tests, has 
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grown to an extent corresponding to the 
other eastern trunk lines. Gross earnings 
of practically all American transporta- 
tion properties have grown rapidly in re- 
cent years. Railroad men were once con- 
fidently wont to say: “Watch gross, net 
will take care of itself.” Recently, the 
great task has been to retain some of the 
increase for net. 

In 1912, Erie’s operating revenues per 
mile were about 60 per cent of Pennsyl- 
vania’s, whereas the relation is now closer 
to 70 per cent. Both New York Central’s 
and Pennsylvania’s percentage of manu- 
factures and miscellaneous freight to the 
total carried has fallen somewhat in the 
last ten years. Erie’s percentage has re- 
mained fairly stable around 26 per cent, 
though room for betterment in this re- 
spect still exists. 

Maintenance expenditures have been 
liberal. That vigorous efforts have been 
made along this line is visible from the 
following comparison with N. Y. C. 

Erie =. 75. 
26% 
27 
33 
34 
41 
31 
37 


Again, this is not a denial that Erie 
ought to spend more for maintenance than 
a road like Central. Unfortunately, trans- 
portation expenses, in which wages play 
the most important part, are still unsat- 
isfactorily high. A reduction is neces- 
sary; once accomplished, the saving would 
go far toward placing the road on a per- 
manently sound basis. 

Capitalization per mile, the chief mark 
for critics, has actually been reduced since 
1912 from $227,000 to approximately 
$205,000. Baltimore & Ohio’s capitaliza- 
tion has grown, with bonds comprising 
more than 70 per cent of the whole at 
this time, against 62 per cent in 1912. 
More than three quarters of New York 
Central’s capitalization consists of bonds. 
Pennsylvania financing has brought this 
important ratio from about 33 per cent to 
50 per cent. Pessimists will reply that 
Erie’s capitalization had reached the point 
where it simply was unable to grow. It 
is well to emphasize that of Erie’s admit- 
tedly ponderous capitalization, about 45 
per cent is stock, on which not one dollar 
in dividends has been paid for sixteen 
years. So far as the treasury is con- 
cerned, the chief worry is that part of 
the capitalization which bears obligations 
that must be paid. Moreover, a large por- 
tion of Erie’s funded debt is long term 
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Formerly Erie had approximately $8 out. 

standing in stocks and bonds for each 

dollar’s gross receipts; last year the ratio 

was five to one. The slightest improvem: 

in the operating ratio should be watched, 

it means sharp changes in the indicated 
net income. 


and bears only 4 per cent interest. 1 
accompanying table shows how the gain 
in gross was matched by the increase in 
the total capitalization during the per 
from 1900 to 1910. Gross has since more 
than doubled, although the outstandi: 
capitalization has increased only 20 per 
cent. 

This year Erie stands to earn some 4! 
to 5 per cent on the common, the bes 
earnings since 1915. In the five years 
ending with 1916, the preferred divide: 
requirements were earned an average of 
more than twice over. 

“One robin does not make a spring,” 
but given a fair year in 1924, we cam 
expect the preferred stockholders to 
main idle. What such action means mar- 
ketwise has been vividly demonstrated i 
the case of Southern Railway. Preside: 
Underwood is credited with having ex- 
pressed his hope of living to see Fri 
common on a dividend basis. Of thi 
event there seems little prospect, | 
the common has rarely remained bel: 
twenty-five to thirty dollars per share 
when preferred dividends were seriously 
discussed. Just now the large floati 
debt is an obstacle. 

Erie, then, has slowly been growing 
to its capitalization. If this means any 
thing, together with more ample mai: 
nance expenditures, increasing efficiec: 
and a better balanced traffic, is it solcly 
a rhetorical flourish to contend that Erie 
has, in effect, been reorganized? Now, 

a fair ratio of gross can be saved, future 
earning power should dissipate doubts as 
to the road's financial integrity. He who 
would find the reason for the activity 
in Erie securities will find it not in 
the rumors of a struggle between 
George F. Baker and the Van Swerin- 
gens for control, the elimination of 
grades, or consolidation, but in the 
probability of a more certain earning 
power and stronger financial position. 
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Fifteenth Lesson 








The Use of Stop-Loss Orders 


Three Purposes for Which They Are Used—Their Limitations 


NE of our students writes “I am 
QO interested in the School for Trad- 

ers that you are conducting, and 
wondering when you will take up the 
question of stop-loss orders or “stops” as 
they are generally called. I have always 
thought a stop was the proper thing to 
use, for although it does not insure you 
against loss in case the market goes 
against you, it does limit your loss. Be- 
fore you buy, you can figure out how 
much you are willing to risk. However, 
none of the traders of my acquaintance 
use them, and, while they are polite 
enough not to say so, I know they re- 
gard me as a species of farmer to want 
to use a stop. Nevertheless, stops look 
good to me, and I am interested in hav- 
ing you discuss them.” 

Our correspondent’s observations 
stitute an appropriate opening for the dis- 
cussion of stops, and we are glad to take 
the hint. In the first place, we must com- 
pliment him on his clear appreciation of 


con- 


ful stock trading, namely, “limit the 
losses.” How many inexperienced trad- 
ers do the opposite, and “limit their 
profits” by grabbing a few points in sp‘te 
of a perfectly well-defined trend in their 
favor, but hang on grimly to a commit- 
ment that is going wrong until the loss is 
enough to eat up half a dozen moderate 
profits ! 

No trader, however big the 
stocks he may be able to swing, can afford 
to “argue with.the market,” and he is 
indulging in this dangerous experiment 
whenever he refuses to limit his losses. 
We do not believe that any experienced 
trader will take issue with us on this 
point. However, the best method of 
limiting losses is another question. 
Whether it is better to limit a loss by 
means of a “stop” or by giving a market 
owler to close out the trade whenever the 
price reaches a certain “critical point” in 
a disadvantageous trend, depends on cir- 
cumstances surrounding the trade under 
consideration. We will review these, and 
at the same time classify the purpose for 
which stops may be used to advantage. 
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Using the Stop Order To Get 
Full Advontage of Stock Move 
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A “stop order” is an order instructing 
a broker to buy or sell a certain stock 
whenever a round lot of 100 shares of 
the stock sells at a stipulated price. For 
example, if U. S. Steel is quoted around 
“sell 100 shares U. S. Steel 
that whenever 100 
more changes hands at 98, the 
broker must sell “at the market” the 100 
shares involved in the order, and for 
which he will secure 98 more or less. It 
may be that only one round lot will sell 
at 98 on the dip, and, therefore, the stock 
may rally several points before actually 
passing 98 on the way down. Neverthe- 
less, the 100 shares involved in our order 
will be sold at the best price obtainable. 

Stop orders are usually given for any 
one of three purposes, namely, 

1. To limit losses, 

2. To protect profits, 

3. To initiate trades at 


par, an order 
at %8 stop” 
shares or 


méans 


critical points 


Limiting Losses 

To illustrate the first case, we 
fer to our definition of the stop order 
given above. Suppose an odd-lot trader 
believes that U. S. Steel will advance, and 
he buys 10 shares at par “with a 2-point 
stop.” As of his 10 
shares, automatically his “sell 10 
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NOTICE 
Investors and specvestors will find a good deal to interest 
them in the article entitled “Lame Ducks in the Market and 
What to Do With Them.” This appears on page 1005. 
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shares U. is in force. 
This means that he has taken the position 
that if U. S. Steel should decline to 98 
he will be satisfied that his original esti- 
mate of the trend was wrong, and he pre- 
fers to accept a 2-point loss rather than 
remain long of the issue when confidence 
in the his judgment has 
shaken. 


S. Steel at 98 stop” 


correctness of 
been 

This is a wise safeguard against a 
larger loss, especially when the trader is 
unable to watch his commitment from 
day to day. However, it may be that the 
stock will hang around par, or a little 
above, for several days before taking a 
dive through 98, and during this period 
while the stock is selling, say, at 101, it 
may be apparent to a constant observer 
that the trend has turned and that U. S. 
Steel should be sold at the market. Hence, 
the trader “on the job” will close out 
his long stock around 101 while the occa- 
sional will have his long stock 
closed out on stop at 98. 

Again, underlying market 
may be so favorable that a reaction in 
U. S. Steel to a point a little below 98 
should not be construed as a 
weakness, in fact, it may offer an oppor- 
tunity to buy rather than an excuse to 
out. In this case our constant ob- 
server may decide to carry his U. S. Steel 
purchased at par through the reaction 
and even buy more in the dip, while our 
absent trader will have his stock closed 
out in what may turn out to be the very 
bottom of the reaction. 

In the last 
(Please 
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Money, Credit and Business 


More Signs of Overproduction 


in Industry 


Financial Conditions Sound— Prices Lower— Employment Less 


HE _ outstanding 
a. feature of the 
past month in 
* ; Bes the business world has 
Tagan vee been the definite recog- 
oe nition of overproduc- 
tion in two important 
fields—steel and oil. Of course, the sit- 
uation in both branches of trade had been 
recognized more or less definitely for 
some time past. But, with the usual desire 
to maintain an optimistic front, trade fac- 
tors of all kinds had been disposed to 
adopt the most favorable interpretation 
of the situation. It is not that existing 
facts show unknown conditions but that 
there is a somewhat different attitude with 
respect to them, that makes them impor- 
tant. Is there a drift toward overproduc- 
tion in the present industrial situation; 
and, if so, does this indicate the necessity 
of putting industry on a distinctly lower 
footing? 
The Oil Situation 


In spite of the fact, that for a good 
while past it has been recognized that pe- 
troleum supplies were increasing and that 
the reduction of prices both in crude and 
in gasoline had not sufficed to increase 
public demand to a point approximately 
equalling supply, there has been a sus- 
tained tendency to enlarge output. The 
result is that in the California field, the 
output is now about at peak, and for the 
country, as a whole, the supply daily avail- 
able is about 2,500,000 barrels of new- pe- 
troleum. This means a large excess over 
current consumption, and hence the effort 
to develop demand through price reduc- 
tions. The outcome is seen in the lowered 
prices for oil stocks, and in the fact that 
some leading issues have passed their 
dividends. In the steel industry, the latest 
returns (those of September 10) show a 
cut of 500,000 tons of forward orders on 
the books of the Steel Corporation (in 
round numbers) leaving the total figure 
lower than for sixteen months or so. The 
accompanying diagram shows how this 
downward tendency has been going for- 
ward for some months past, although its 
total amount is as yet by no means suffi- 
cient to bring it anywhere near the low 
point reached in 1922. 

As things stand, however, it is clear 
that lessened production is to be expected 
both in the field of pig iron and in that 
of finished steel products. This is at- 
tributable to the comparative recession in 
building, for although building is. still 
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well up toward normal, it is considerably 
off from high point; to the decline in the 
demand of the oil industry; and to some 
recession in the requirements both of the 
railroads and of the automobile business 
which always fall off seasonally at this 
time of the year. 


Other Branches of Production 


Other branches of production do not 
show the same condition of affairs, and 
there is little to “indicate overproduction 
anywhere—at least upon a scale that war- 
rants anxiety. What does appear to be 
indicated is that some curtailment of pro- 
ductive activity may be looked for, in the 
event that we do not succeed in opening 
up better foreign markets, or in continu- 
ing the active expansion of domestic bus- 
iness that has been characteristic for some 
months past. But, meanwhile, the load- 
ings of the railroads continue almost 
absolutely at peak, while the farm output 
is moving at very fair prices to market- 
ing points, a condition that seems to indi- 
cate a very reasonable adjustment of pro- 
duction and consumption. 

Employment, which was so extremely 
high in the early summer, is off probably 
about 5%, but it still remains true that 
the total volume of employment is far in 
excess of normal or average as tested by 
recent years, and that in many lines of 
work there is a great shortage of labor. 
Wages are rising rather than declining, as 
illustrated by the outcome in the anthra- 
cite mine strike, and the effect of this con- 
dition of general employment at high 
rates is that of insuring a very wide and 
general distribution of purchasing power, 
with the corresponding prospect of con- 
tinuation of large demand—a _ prospect 
which is well borne out by the situation 
of the textile industries in general. 


Prices Still Receding 


In the face of all this substantial ac- 
tivity, prices are nevertheless receding 
slightly, the latest figures of the Federal 
Reserve Board showing another decline 
of a point or two. Commercial figures, 
as illustrated in the Bradstreet index, 
graphically represented in the accompany- 
ing diagram, also reflect this slight down- 
ward tendency, yet wholesale prices are 
only at about the same level they had 
reached a year ago, and they are from 
50 to 60% higher than they were in the 
pre-war period. 

What can be said, therefore, is that they 


are more nearly stable than they have 
been for a long time past, notwithstand- 
ing that the trend, so far as it can be 
noted, is slightly downward. But this 
trend is not sufficiently marked to operate 
unfavorably to industry, since it has been 
slow and steady, so that the business man 
could make his calculations reasonably 
far ahead. Agricultural products have 
been much more nearly stable within the 
past month, cereals shifting but moderate- 
ly, although cotton has at times shown a 
dispostion to make sensational up-and- 
down changes. 

In consumptive lines, the heavy ad- 
vances that have been expected for the 
autumn have not materialized, due to the 
fact that the wiser manufacturers recog- 
nize that consumers could not be induced 
to pay higher prices. The margin between 
selling price and cost is in some cases too 
narrow, due to the fact that wages have 
been so decidedly advanced, and yet with 
business on its present level of operation, 
there seems little reason to doubt that in 
most lines a fair moderate income is be- 
ing realized, as shown by the earnings of- 
industrial companies lately made public. 


Foreign Trade Outlook 


But can this activity in business be 
maintained? That, as already explained, 
is partly dependent upon the foreign 
trade outlook, and the maintenance of for- 
eign trade outlets for our product. The 
latest foreign trade figures (those for Au- 
gust) show a technical recovery as re- 
gards our “balance,” the figures showing 
a sum of $38,000,000 owing to us for the 
month’s business. This, however, is a 
complex matter representing merely the 
adjustment between exports and imports. 
Whether it means any real recovery in 
the volume of our export trade, beyond 
the seasonal shipments of staples such as 
cereals and cotton which always moveein 
heavy volume at this season of the year, 
as may be noted by reviewing the move- 
ment of the line on the accompanying dia- 
gram showing balances, is to be doubted. 
There has been no change in foreign po 
litical conditions which would seem likely 
to improve our status in a commercial 
way abroad, and none appears to be in 
sight. The Ruhr negotiations will take 
a long time to work out while within the 
past few weeks evidences of disturbed 
conditions in Southern and Southeastern 
Europe have caused the greatest doubt to 
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Number 1 of a New Series on Investment Opportunities 


Standard Securities Which Offer 
Unusually High Returns 


Giving a List of Very Attractive Standard Stocks 
for Investment and Specvestment Purposes 


MARKET like the present one, 
A which has shifted its trend serious- 

ly some four or five times in the 
past twelve months, which has gone down 
while business was improving, and moved 
up when business was slowing down, 
usually shows a surprising number of 
stocks selling “out of line.” Very often 
an industry gets a black eye, and all the 
stocks representing it decline, sheep, goats 
and all, although the goats may survive 
where the sheep break their necks. Such 
has been the case with the oil industry, 
nearly all of whose representatives have 
suffered heavy market declines, although 
some of them will come out none the 
worse from the present disturbed situa- 
tion in the oil industry. 

Another condition that often arises 
that some particular industry takes a 
great spurt while the market is going 
down, so that according to yield, percen- 
tage earned on the market price, and simi- 
lar criteria, it often becomes an excellent 
purchase before the market becomes 
aware of this. 

The quicker and sharper the movements 
of the market, the more likely such anom- 
alies are to occur. American Locomotive, 
for instance, recently revamped its capi- 
talization, raised its dividend rate, and 
issued a stock dividend, but the stock re- 
mained dead as a doornail. Speculative 


is 


-— 


By MARTIN GOLDEN 


enthusiasm in this issue had been over- 
done, and when the good news came out 
it found the market falling and unim- 
pressed by these developments. 

Under these conditions, an investor who 
guides his actions purely by the move- 
ments of the market as a whole, is bound 
to lose a number of attractive opportuni- 
ties. The best stocks to purchase, some- 
times, are precisely those which have gone 
their own way, unaffected by the market, 
and are therefore all the better bargains. 

A good guide to the best bargains is to 
be found in the yield, if this test is used 
with discrimination. Very often an ex- 
ceptionally high yield is a danger sign, 
when it is not a bargain-counter sign. 
Unusual care, therefore, has to be used in 
the purchase of stocks of this class. The 
yield has to be checked up against earn- 
ings, and against percentage of earnings 
on market price; and the financial posi- 
tion of the company, as well as its record, 
have to be considered in estimating what 
is likely to be the policy of the company 
with regard to dividends. 

In view of the complexity of these 
questions, THE MAGAZINE oF WALL 
Street will publish a series of articles 
taking up the sound companies whose 
stocks are selling to yield unusually high 
returns on their investment. This article 
is the first of this series. 





Pan-American Petroleum and Transport 
An Unusual Market Opportunity 


HE sharp decline in this stock from 

the high point of 93% to current 
levels of 53 is to be explained by what 
happened to the oil industry, not by what 
happened to Pan-American. While the 
industry was confronted with serious 
problems such as overproduction, piling- 
up of stocks, etc., Pan-American earned 
more money in the first six months of 
the current year than in any previous 
half-year in its history. The sharp de- 
cline is to be regarded, therefore, as large- 
ly sentimental, and the stock should be 
judged by other considerations. 
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Its earning capacity was thought to 
have been seriously impaired by the in- 
vasion of some of its Mexican wells by 
salt water, but these wells have been 
largely replaced by new fields, particular- 
ly the Tierra Blanca which is producing 
(settled) 36,200 barrels a day. The fuel 
oil business, which has been the mainstay 
of Pan-American’s prosperity, has been 
little affected by the flood of California 
oil, because the latter produces relatively 
small amounts of fuel oil, compared with 
the heavier Mexican crudes. In addition, 
the company had in operation a fleet of 


47 tankers at the end of last year, with 
a deadweight tonnage of 433,276 tons, 
which has been profitably occupied in 
transporting, among others, California oil 
to the Atlantic seaboard for refining. 

These factors help to explain how the 
company was able to show $6.40 a share 
earned on its 2,500,000 outstanding shares 
at a time when most oil companies were 
in the depths of depression. In other 
words, the present dividend rate of $8 a 
share has already been quite earned, and 
the remainder of the year’s earnings can 
be put away to surplus. 

How little the company’s surplus and 
cash position in need of further 
strengthening is indicated by a compari- 
son of recent balance sheets. As of De- 
cember 31, 1921, it had a small deficit of 
current assets below current liabilities, 
amounting to nearly $70,000. A _ year 
later, it had current assets of 54 millions 
against current liabilities of 16 millions, 
and among the former were 30.4 millions 
in cash and a deposit of 1.5 millions with 
the Mexican government to protect its 
minority interest in certain land holdings, 
although the figures for the latter year, 
it must be remembered, include the con- 
trolled as well as the fully-owned com- 
panies. 

With the same limitation in mind, the 
following has been the earnings and divi- 
dend record of the company since its or- 
ganization in 1916: 


is 


Paid per 
Share 
$1.75 

3.75 
5.25 
c 6.00 
6.00 
d 6.50 


Earned per 
Year Share 
1917 
1918... 
1919... 
_ er 
1921 
. = 
Ss e 4.00 
a First six months. b Estimated in 
part. cAlso 10% in Class B stock on 
both classes of common. d Also 25% in 
Class B common. e Also 20% in Class B 
common. 


5.80 
6.67 
9.70 
12.95 
19.43 


The steady increase in the dividend rate 
thus appears to have been kept well be- 
low the increase in earning power, and 
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the present rate would appear to be in no 
immediate danger. 

Looking further into the future, the 
strong cash position of the company puts 
it in position to buy up crude oil and re- 
fined supplies, as well as proven produc- 
ing oil properties, at very low figures, be- 
cause Of the pressure put on the smaller 
oil companies in times of stress in the 
industry such as the present. Normally, 
in the past, the larger oil companies, if 
they were in strong cash position, have 
come out of such periods of crisis forti- 
ed by the acquisition of oil reserves and 
properties at prices much lower than the 

1¢ properties could bring in the boom 


following the depression in the oil in- 
dustry. 

In view of these facts, it is difficult to 
understand how a stock of such merit 
could have been bronght down to a level 
where it yields over 14%, except because 
of the strong speculative interest which 
has always attached to this stock, and 
which may have been compelled to let go 
of its holdings at a great loss, or to the 
exaggerated pessimism of the general 
public excited because of reports of de- 
pression in the oil industry. For the pa- 
tient investor, this stock would seem 
to be an unusual opportunity at its 
present levels. 





Philadelphia Company 
Offers High Yield at Present Prices 


THs company operates a group of 
public utility properties, natural gas 
companies, oil, coal and coke producers, 
electric light and power companies, trac- 
tions, real estate, transportation concerns, 
etc., mostly centering around the city of 
Pittsburgh and radiating over a good part 
of western Pennsylvania. The relations 
of Philadelphia Co. with its subsidiaries, 
und with the companies that control it, 
so complicated as to render a real 
lysis of its financial statements ex- 
mely difficult, if not practically impos- 
ie, 

[he capitalization consists of 45.5 mil- 
ions of the company’s own bonds and 4.9 
millions of subsidiaries’ bonds which it 
guarantees. In addition, there are out- 
standing 1.4 millions of 5% non-cumula- 
tive preferred stock and 14.6 millions of 
6% cumulative preferred, and 464 mil- 
lions of common of $50 par value. Of 
the latter, 24.5 millions, ensuring working 
control, were held at the end of last year 


by the United Railways Investment Co., 
which subsequently disposed of the bulk 
of its holdings of Philadelphia Co. com- 
mon to the recently-organized Pittsburgh 
Utilities Corporation, which has issued 
preferred stock against them. 

In default of a more intimate knowl- 
edge of the affairs of the company, we 
know that the company has consistently 
earned its dividends by fair margins, and 
that in the last ten years its lowest point 


in earnings was $1.94 a share in 1921, 
while the highest was $6.22 in 1917, and 
the average was around $4.50 a share. In 
view of the great diversification of the 
company’s interests, and the growing im- 
portance of Pittsburgh, in which city a 
good part of the company’s capital is in- 
vested, the present dividend of $4 would 
seem to be well secured by current earn- 
ings. 

The financial position of the company 
is rather difficult to gauge, owing to the 
aforementioned complexity of its inter- 
corporate relations, but as of December 
31, 1922, it had 2.7 millions in current 
assets and 1.2 of current liabilities, while 
among the assets cash amounted to $824,- 
800. As a company of this nature is con- 
stantly receiving cash at the end of every 
day’s operations, it does not require such 
a large working capital to conduct a large 
volume of business as a concern engaged 
in a different line. 

As an old, well-established public 
utility (its original charter was grant- 
ed in 1871) with a good record of earn- 
ings and dividend payments, and lo- 
cated in an important and growing 
industrial district, the stock seems 
entitled to consideration by the inves- 
tor at any time when the yield on it 
approaches such unusually high levels 
as are now obtainable. 
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American Locomotive 
Common Stock Very Attractive 


THIS company is normally a good 

earner, having shown an average of 
$15.30 a share earned per year in the last 
ten years. In only two of these years did 
it fail to show a handsome margin for 
the common; in 1915 and in 1922, in both 


of which years the railroads were in 
financial straits. The improvement regis- 
tered since the beginning of 1922 has been 
the end of 1921, unfilled 
over 3 million 
1044) 


enormous. At 
orders amounted to little 
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An article of unusual interest to investors of moderate means 


A $100 Investment in Seven Stocks 


Giving, in Addition, a Yield of 5% to Help Cover Carrying 
Charges—Some Attractive Specvestment Possibilities Indicated 


HILE there has been considerable 
W recovery in the stock market from 

the low levels reached in July, 
many stocks have failed to participate to 
any important degree and even now are 
selling very close to the year’s low. In 
this article, the relatively low-priced in- 
dustrial stocks only will be considered. 

By carefully combing the list, the writer 
has been able to find a number of these 
issues that are not far from the bottom 
despite the fact that their financial condi- 
tion is sound and earnings are on a favor- 
able basis. The failure of these stocks 
to recover with the rest of the market can 
probably be explained by the fact that 
public participation in the recent upward 
move has not been heavy, and, as a result, 
many issues have suffered from neglect. 
Yet these issues are in a genuinely attrac- 
tive position. 

Stocks selling at low prices frequently 
offer excellent possibilities for the inves- 
tor willing to place a certain portion of 
his funds into speculative issues that ap- 
pear to have good prospects, with the idea 
of holding for several years, if necessary, 
in order to gain from an ultimate appre- 
ciation in value of principal. In placing 
funds in issues of this kind, the inves- 
tor’s greatest protection is diversification. 
In other words, spread the money over a 
large number of issues rather than con- 
centrate on any one or two. 

By adopting this method, if one selec- 
tion turns out badly the appreciation in 
value of the others will probably offset 


this loss and show a good profit beside. 


Many of the issues given in the accom- 
panying table have, in the past, sold at 
more than twice their present market 
price, and the purchaser at the present 
time, who has a little patience, is likely 
to realize a very large percentage of ap- 
preciation in his principal. 

From these issues, the writer has se- 
lected seven which would make a well di- 
versified list. They are, Willys Overland, 
Atlas Tack, Hendee Manufacturing, Unit- 
ed Alloy Steel, Spicer, Wright Aero- 
nautical, and Tennessee Copper & Chemi- 
cal. The total market price of these seven 
issues is 100, and, as the total dividends 
paid by these stocks is $5 a share, the pur- 
chaser would be receiving 5% on his in- 
vestment. In other words, the investment 
practically carries itself and the holder 
can afford to be patient in waiting for 
the principal to increase in value. It is 
always a good idea in purchasing low- 
price speculative issues to include a few 
dividend payers to help carry the load. 
Of course, a return of 5% on issues that 
are speculative is not attractive in itself, 
but is compensatory, in view of the fact 
that the main idea in making these pur- 
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By FRED L. KURR 


chases is the profit to be made through 
an advance in the market price of the 
stocks. A brief analysis of the companies 
selected follows: 


WILLYS OVERLAND 


Willys Overland Company has enjoyed 
a remarkable recovery in earnings this 
year. Net profits, after deducting taxes, 
interest and special reserve, for the six 
months ended June 30th, 1923, were $7.9 
million equal to $3.30 a share on the com- 
mon stock after deducting preferred divi- 
dends at the regular rate of 7%. In other 
words, this company earned nearly 50% 
of the present market price of the com- 
mon stock in six months time. 

One explanation for the low price at 
which the common is selling is the fact 
that no dividends are being paid on the 
preferred stock, and, as this is a cumu- 
lative issue, back dividends have risen and 
now total 21%. If the company can main- 
tain earnings at anything like this rate, 
however, it would not take a long period 
to clear up the back dividends on the pre- 
ferred issue. There is only $22 million 
preferred stock outstanding, and to pay 
off the 21% in back dividends would re- 
quire approximately $4.6 million. 

Willys Overland reported large deficits 
in 1920 and 1921, which brought it into 
rather weak financial condition. How- 
ever, the $2.7 million earned in 1922, to- 
gether with the $7.9 million earned ir the 
first six months this year, largely cor- 
rected the situation, and the recent issue 
of $10 million 614% bonds has placed the 








company in strong financial condition. In 
connection with the offering of bonds, 
was stated that the company will not pay 
any cash dividends on the preferred o: 
common stock except out of earnings su! 
sequent to September Ist, 1923. Earnin 
from September Ist, however, will 
available for dividends. The company h 
a profit and loss deficit, but this can | 
eliminated by reducing the par value « 
the common stock to a lower figure th: 
its present one of $25 or by creatir 
shares of no par value . 

While early dividend action on the 
common stock cannot be expected, at 
present levels, it appears unusually 
attractive as a long-pull speculation, 
in view of the large earning power the 
company has demonstrated and its 
present strong financial structure. 


TENNESSEE COPPER 


During the last two years, Tenness« 
Copper & Chemical Company has large! 
expanded its equipment. It has added 
66 degree concentrating plant so as 
enable it to enter the chemical and 1 
fining trade with its high grade sulphur 
acid, and has also built an acid phosphat 
plant at Cincinnati to enable it to meet 
middle west fertilizer demands more 
cheaply. It has built a flotation plant 
which has enabled it to enlarge its co; 
per output and thereby reduce its cost 
of production, and it can produce copper 
now at a good profit. 

These improvements have naturally i 
creased the earnings power of the con 


A new La France Product built at the company’s new plant at Bloomfield, N. J. This 
plant, together with all expenses of developing a full line of commercial 
trucks, has been paid for out of earnings. 
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pany, and influenced directors in March 
of this year to resume dividends at the 
rate of $1 per share per annum. No offi- 
cial figures have been given out in regard 
to earnings this year, but, it is expected 
that the company will show the $1 divi- 
dend earned with a fair margin to spare. 
Tennessee Copper is in excellent financial 
condition. As of December 31st, 1922, the 
company was entirely free of bank loans 
and had cash and United States Govern- 
ment securities on hand of $1.8 million. 
The improvements this company has 
made on its property, its strong finan- 
cial condition and increased earning 
power warrants an optimistic view of 
the future, and the stock selling close 
to its lowest level appears to offer a 
very good specvestment opportunity. 


UNITED ALLOY STEEL 


United Alloy Steel is the largest maker 

Vanadium and other alloy steels. The 
automobile industry is the company’s main 
source of business, although recently a 
new and promising field has been opened 
in the use of alloy steels to lighten recip- 
rocating parts of locomotives. Because 
of heavy demands for its products and 
increased earnings since the first of the 
year, directors saw fit to raise the divi- 
dend rate of the stock to $3 a share in 
June. 
For the six months ended June 30th, 
1923, $2.32 a share was earned on the 
common stock. 3usiness is holding up 
well at the present time, and the second 
six months should show satisfactory earn- 
ings although they probably will not be 
quite as high as in the first six months. 

\s of June 30th, 1923, the company had 
bank loans of $4.4 million, but this is not 
unduly large in view of the heavy inven- 
tories carried which totaled $12.7 million. 
It is quite likely, however, that these bank 
loans will be paid off by means of new 
financing. Stockholders recently increased 
the authorized issue of preferred stock 
from $5 million to $10 million, and this 
additional $5 million preferred may be 
sold later on. 

This company is showing a very stable 
earning power, and, barring industrial de- 
pression such as occurred in 1921, should 
be able to maintain. the present $3 rate 
on the stock. At present levels of 31 
the stock gives a return of 9.7% on the 


investment which is very high for the 
stock of a company that is so well 
established in its industry. 


SPICER MANUFACTURING 


Spicer Manufacturing is one of the 
most important of the automobile acces- 
sory companies. Its universal joints are 
considered standard equipment and are 
used by a large majority of automobile 
manufacturers. The company also makes 
propeller shafts, drop forgings and screw- 
machine products. In 1922, the company 
only earned 96 cents a share on the com- 
mon stock, but this showing would have 
been better had not charge-offs been made 
for adjustment of inventories. In the cur- 
rent year, the company’s earnings have 
shown a marked improvement, and in the 
first six months $2.49 a share re- 
ported earned before depreciation on the 
313,750 shares of no par common stock. 
This is a substantial earning power for a 
stock selling around 15. The financial 
condition of the company is sound, work- 
ing capital being $3.4 million with ratio 
of current assets to current liabilities bet- 
ter than 2 to 1. No immediate action on 
common dividends is anticipated as the 
company has $1.2 million 6% notes out- 
standing of which $600,000 fall due in Oc- 
tober of this year and $600,000 in Octo- 
ber, 1925. However, with net profits run- 
ning at the rate of around 1% million a 
year, it should not take the company a 
great deal of time to clear up these obli- 
gations and place itself in a very strong 
financial position. Spicer Manufacturing 
business is thoroughly established, and 
under favorable conditions in the auto- 
mobile industry the company has dem- 
onstrated that it can make substantial 
profits. The stock is a good low-priced 
speculative issue. 


was 


HENDEE MANUFACTURING 


Hendee Manufacturing’s chief business 
is the manufacture of motorcycles. It 
also manufactures side cars and parts, and 
accessories. Its main product, the Indian 
Motorcycle, is known throughout the 
world. The company has about 2,300 dis- 
stributors in the United States and 400 in 
foreign countries. 

The years ended August 31, 1921, and 
1922, covered a period of very unfavor- 


able operations for the company and 
rather large deficits were reported for 
both years. Despite these losses, how- 
ever, Hendee is still in sound financial 
condition. Balance sheet as of August 
31st, 1922, shows a working capital of $1.4 
million and no bank loans. Earnings for 
the year ended August 3lst, 1923, have 
not yet been made public, but reliable esti- 
mates are to the effect that profits, after 
deducting depreciation will be equivalent to 
around $2 a share on the 100,000 shares 
of common stock. In the past this com 
pany has demonstrated a very substantial 
earning power. Profits in 1920 were equal 
to $6.81 a share on the stock and in 1919 
$7.65 a share. There appears to be 
good reason for believing that the 
company’s old earning power is rapid- 
ly being recovered, and, at present 
prices, the long-pull outlook for the 
stock seems very promising. 


ATLAS TACK 


Atlas Tack Corporation manufactures 
and deals in tacks, brads, rivets, eyelets 
and other wares manufactured from 
metals or alloys. The industry 
takes a high percentage of the company’s 
products. This company has shown very 
stable earning power over a considerable 
period of years, the only loss sustained 
having been in 1921 when it had to charge 
off large amounts for inventory deprecia- 
tion. 

The company has 
capitalization, there being only 95,000 
shares of stock of no par value. It 
entirely free of funded debt and has no 
bank loans. Working capital of the com- 
pany as of December 3lst, 1922, totalled 
$1.2 millions. It can readily be seen, there 
fore, that at present levels of around 12 
there is good value behind this stock for 
the working capital of the company alone 
is equal to $12.50 a share to say nothing 
of the company’s large plant at Fairhaven, 
Mass., with a total floor manufacturing 
space of 231,000 square feet. In addition, 
the company has recently finished a new 
plant at St. Louis the construction of this 
plant having been financed out of earn- 
ings. 

In 1922, $1.37 a share was earned on 
the stock, and, as operations have been 
on a favorable basis the current year, a 
still better showing is expected. In view 
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of the large asset value of the stock 
and satisfactory earnings, it appears 
undervalued at present levels. 


WRIGHT AERONAUTICAL 


Wright Aeronautical stock is the ideal 
class of stock for the investor desirous of 
placing a smal! percentage of his funds 
in some low-price speculative issue with 
the idea of putting it away for several 
years in the hope that some day it may 
turn out to be a very profitable venture. 

Nearly everybody believes that the 
aeroplane industry will have a phenome- 
nal growth in the period ahead. Wright 
Aeronautical is probably the strongest 
company in this industry and will be sure 
to grow with it. Despite the fact that 
for the past few years there has been a 
depression in the aeroplane industry due 
to the big surplus war production, Wright 
Aeronautical has gone steadily ahead 
showing substantial earnings on the com- 
mon stock. It is true that these earnings 
have come almost entirely from Govern- 
ment business, but there is every reason 
to believe this Government business will 
continue. For the past three years, earn- 
ings have averaged well over $2 a share 
on the stock on which dividends of $1 a 
share have been paid since 1921. 

Another favorable factor is the com- 
pany’s extremely liquid condition. As a 
result of determination several years ago 
to wind the company up if it could not 
operate profitably, its affairs have been 
kept in such shape that this could be done 
at any time. Fixed assets comprise only 
about a half million dollars worth of ma- 
chinery, the plant being rented. “Current 
liabilities as of December 31st, 1922, were 
only $180,452. As against this there was 
$1.1 million cash and marketable securi- 
ties, % million in inventories and other 
items making $2.1 millions, giving the 
company a working capital of $1.9 mil- 
lions. 

Among its assets is a reserve trust fund 
of $2.8 million equal to over $12 a share 
on the stock. This trust fund was set up 
to take care of any claims which might 
come up against the old Wright-Martin 
Company. These claims have all been set- 
tled with the exception of a claim the 
United States Government has made of 
$4,700,000. Of course, if the company lost 
this claim for the full amount it would 
just about wipe out its assets. However, 
there is very little likelihood that the 
claim would ever be won in full, and ex- 
pert legal opinion is to the effect that the 
Government has little chance of winning. 
This Government claim is really the only 
factor which’ injects a speculative element 
in the stock, for if this was disposed of 
the company would be in position to liqui- 
date at any time on a basis of over $20 
a share for the stock. 

For the first six months of the cur- 
rent year the company earned 67 cents 
a share on the common stock. Con- 
siderably better earnings are looked 
for in the last six months as the com- 
pany has nearly completed its new 
type T-2 motor. The stock is quite 
worthy of consideration at these low 
levels. 

1002 


Preferred Stocks 


Irregular Tendencies in 


HILE bond prices showed dis- 
W tinct signs of wavering and com- 

mon stocks for a time suffered a 
severe slump, preferred shares, on the 
other hand, were distinctly strong. As 
between the comparatively low yields on 
good bonds and the uncertainty in con- 
nection with common stocks, investors 
are paying more attention to the attrac- 
tive return and security obtainable in the 
preferred share market. Business con- 
tinued light, due to the unwillingness of 


Other Markets Ignored 


holders to part with their shares 
present levels, and transactions 
only possible at higher figures. 

worthy advances were in 
ical and Sears Roebuck, 
3% points. American Beet Sugar a 
vanced over six points on a sale of | 
shares, and Famous Players, which h 
been weak, recovered all of its previ 
loss. The only exception to the tr« 
was in California Petroleum and Sinc] 
Oil preferred, both losing 1% points. 
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Kelly-Springfield Tire Company 





When Will “Kelly” Pay 
Dividends? 


Company Will Earn a Fair Balance This 
Year—What Does This Mean to Shareholders? 


By HENRY FRANKLIN 


() the ordinary observer, it must 
eem as if manufacturers of auto- 
mobile tires lead a highly irregular 
nee. At the beginning of the year 
reports begin to trickle through 

rom the tire centres, playing up the po- 
ential! expansion in the industry and em- 
phasiving the great and growing demand 
for tires. Production begins to increase, 
in anticipation of the heavy spring sell- 
ason, earnings are on the up-grade, 
onsumers are consuming. Nothing could 

e k elier. 

Along late in the spring the birds do 

1g so sweetly. Come tales of threat- 

ned overproduction, of possible price cuts 

nd smaller profits. This picture may be 

drawn, but if it conveys the impres- 

1 frequent instability, it serves the 

There is no danger of scarcity 

itomobile tires, even though some 

estimates place market annual require- 
ments of over forty million tires. 

One of the most interesting of the tire 
companies is Kelly-Springfield. This com- 
pany is more exclusively a manufacturer 
f tires than the other big concerns which 
devote a considerable part of operations 
to the manufacture of mechanical rubber 
good Kelly-Springfield is more or less 
listinctive, because the management: does 
not attempt to contract with the big auto- 
mobile manufacturers for pneumatic tire 
equipment, but appeals directly to the ulti- 
mate consumer. 

Three factors govern production costs; 
the price of labor, the price of crude rub- 
ber and the price of cotton. Crude rubber 
has been a relatively cheap commodity. 
The average price of crude rubber this 
year, however, promises to be above the 
average of 1921 and 1922, and cotton gene- 
rally has been strong. All in all, the cost 
f making tires in 1923 is probably ex- 
ceeding the 1922 costs. 

During the first half of the year Kelly- 
Springfield did an excellent business, and 


in the first quarter net earnings were at 
the annual rate of $12 a share. By June, 
operations had materially decreased, and 
the 10% cut in tire prices had affected the 
margin of profit. Summer business has 
been quiet, while the outlook for the rest 
of the year seems fairly satisfactory. It 
is apparent that the early estimate of 
earnings will have to be substantially re- 
vised, viz., it will probably be quite satis- 
factory if Kelly-Springfield for the year 
ended December 31, 1923, equals the rec- 
ord of 1922 when $6.25 a share was earned 
on the outstanding 364,000 shares of com- 
mon stock. 

Kelly-Springfield has _ really 
business for about 24 years, but its securi- 
ties first came into public prominence dur- 
ing the war period, when the company, 
like all others, reported heavy earnings 
and disbursed liberal dividends. When 
the slump came Kelly-Springfield suffered 
like the rest, but reported a deficit in only 
one year, and that was in 1921. During 
the same period the company was trans- 
ferring. its principal operating unit from 
Akron, Ohio, to Cumberland, Md. This 
plant at Cumberland is one of the most 
modern -tire-making plants in existence 
and cost about $13,000,000. The Kelly 
management has expected a 25% reduc- 
tion in operating costs at the Cumberland 
plant as compared with Akron. 

In connection with the sale of $10,000,- 
000 8% notes, 1931, which constitute the 
sole funded debt and whose proceeds 
largely paid for the Cumberland plant, 
there is an interesting provision relating 
to sinking-fund requirements. Beginning 
May 15, 1923, the company commenced to 
retire $500,000 face value of bonds semi- 
annually. Sinking-fund requirements of 
$1,000,000 annually naturally precede 
claims of the common stock upon earn- 
ings, and, incidentally, $1,000,000 is 
equivalent to almost $3 a share. 

Early in 1923, there were reports that 
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the common would be placed on a $4 divi- 
dend basis by the end of this year, and, 
in fact, this prediction was regarded as 
almost a certainty. Early in the summer 
talk of dividend resumption died away, 
and it appears now that any plans which 
the management might have entertained, 
would have to be deferred until the trend 
of business in 1924 can be more clearly 
ascertained than is currently possible. 


Conclusion 


There are three kinds of Kelly-Spring- 
field securities ahead of the common, viz., 
8% notes, due 1931, 6% cumulative first 
preferred stock and 8% cumulative pre- 
ferred stock. Including sinking-fund re- 
quirements, interest payments and divi- 
dends on these senior issues total some- 
thing like $2,600,000 annually. Dividends 
upon the preferred issues are regularly 
disbursed and have been for some years. 
The 8% notes, while not secured by a 
mortgage, are adequately protected by 
earning power and are entitled to an in- 
vestment rating of good quality. The 
first preferred is fairly well seasoned 
and fairly well protected. The second 
preferred is not so seasoned but is 
attractive for a small portion of funds 
available for semi-investment pur- 
poses. 

Some interesting stories have been cur- 
rent about the market position of the 
common stock. Heavy accumulation in 
the early part of the year was followed 
by severe liquidation, and it appeared as 
if some of this selling came from the 
same source that had earlier accumulated 
the stock. In addition to this operation 
by interests conversant with the status of 
the company, the common had attracted a 
considerable outside following which also 
liquidated when the general market broke. 
The consequence was the lowest level in 
three years for the stock. “Discount- 
ing” has been thorough, but from this 
point in the low 30s there have been 
only spasmodic rallies, and it now 
looks as if the stock will lack indi- 
vidual feature for the time being, 
though from a long-range viewpoint 
it is rather definitely attractive. 
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Can Makers Show Excellent Profits 


Marked Recovery From 1921 Lows Carries Lead- 
ing Can Companies Toward New High Earn- 


ing Records—Outlook for 


HE business of making cans has 

been one of the most profitable in- 

dustries in the United States in re- 
cent years. Every year, on the average, 
about 10% more cans are used than the 
year before. Not only is the consuming 
public becoming more and more used to 
the idea of having a large part of its 
food sold to it in cans, but the idea of 
selling goods in packages is spreading to 
many commodities which formerly were 
usually sold in bulk. 

This movement has spread largely 
among food commodities, such as milk, 
vegetables, oysters, fish, cooked foods, 
etc., but many other lines of goods are 
being sold more and more in cans, among 
them, tobacco, paint, drugs, etc. All this 
means larger volume of business for the 
can-making companies, which make addi- 
tional profits on each new development 
even before the promoters of the new line 
of “canned goods” begin to popularize it. 

On the other hand, the can companies 
stand in an intermediate relation to their 
trade. They must buy tin-plate, or make 
it themselves, in which case they must 
buy steel half-products. On the other 
hand, any one of their customers whose 
business is big enough to warrant it, may 
at any time cease to be a customer and 
make his own cans himself. 


The Prospect 


So far, the history of the can-making 
companies has been that new customers 
have come in faster than old ones have 
dropped out, and there is nothing in sight 
to indicate that the country’s requirements 
of tin cans will not continue 
to increase over a period of 


the Can 
By M. C. PRAGER 


business, whether or not it is making a 
profit at the time. 

The two most prominent representa- 
tives of the can-making industry on the 
New York Stock Exchange list are the 
American Can Co. and the Continental 
Can Co. Apart from the fact that they 
are engaged in the same line of business, 
these companies differ widely from one 
another. Admitting that their industry 
is in an unusually good position, the ques- 
tion is which of the two, if either, is most 
attractive at the current level of prices. 

On comparing their earning and divi- 
dend records, Continental Can would seem 
to have the best of it, having earned more 
and paid more in the last ten years than 
American Can; in fact, the latter com- 
pany initiated dividend payments on its 
common stock in November, 1922. 

American Can’s apparently poorer show- 
ing is due to the fact that it was one of 
the big “trusts” founded around the be- 
ginning of this century, in 1901 to be 
exact. At that time, it took in about 64 
different can-making companies, spread 
all over the United States and Canada, 
and in the true spirit of that time, pro- 
ceeded to overcapitalize its hopes of mak- 
ing money by issuing common stock 
against them. As late as 1911, the com- 
mon sold consistently below $10 a share 
each year. 

Record of Earnings 

The company’s earnings record proved 
very satisfactory, in spite of this. It 
showed a profit, before preferred divi- 
dends, in each year of its existence, and 


Business 


soon the process of “squeezing the w 
out of the common” began. The cautious 
dividend policy which postponed dividends 
on the common stock for 22 years to he 
sure that they could be maintained, once 
they were started, led to the accumula 
tion of a working capital amountin 
nearly $90 per share of common. 

Continental Can, on the other hand, was 
founded in 1913. Where ‘the older com- 
pany is spread all over the United States, 
the newer one operates 7 plants, of which 
three are in Chicago and the others in 
Eastern states. It has also recently ac- 
quired another can-making company 
From the very start it showed itself a 
better earner than American Can, and ir 
augurated a liberal, but justified dividend 
policy two years after organization. 

Unlike its competitor, which started off 
only well ballasted with common 
stock, Continental has found it necessary 
from time to time to increase its stock 
capitalization. Beginning with about 0, 
000 shares, of $100 par value, it increased 
the issued stock to 90,000 shares in 1917, 
to 135,000 shares by means of a stock 
dividend in 1918, and to 360,000 shares of 
no par value through a recapitalization 
plan adopted at the close of last year, 
whereby each share of $100 par value was 
to be converted into 234 shares of stock 
of no par value. 

While on earning power, Continental 
makes the better showing of the two com- 
panies, American Can has built up by far 
the better financial position. For both 
companies, the ratio of current assets to 
current liabilities is about 5 to 1, but the 

figures are so much larger in 
the case of the older company 


too 





years. 

These companies are there- 
fore in an unusually favorable 
position; their product is com- 
ing more and more into de- 
mand, while even during pe- 
riods of business depression, 
their sales vary comparatively 
little, though their customers 
may be more or less hard hit, 
because the can companies 
must be paid if the canning 
concern wants to continue in 
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CAN MAKERS’ TEN-YEAR RECORDS 
7——Continental Can——, 
Paid 
Per Share 


7——American Can—, 
Earned Paid 
Per Share Per Share 


arne 
Per Share 


$1.25 


aOn 360,000 shares of no par value; preceding figures for 
shares of $100 par. 
b Also 35° in stock. 


COMPARISON OF LEADING CAN COMPANIES 
Est. Per Sh. 





Capitali 


Bonds 


American Can Co..... $6,372,500 
Continental Can Co... ; 


eeeee 


Pfd. 


$41,233,300 
6,015,000 


Property 
Account 
$94,415,293 

11,700,588 


Shares of Workin Content 
fii 


Com, (Dec. 22) 


412,333 $37,069,792 
360,000 7,246,692 


c e+ 
SLENOSeran,: ; 


Earnings 


that it has elements of strength 
far superior to those of the 
smaller one. 

Its cash holdings, for in- 
stance, amount to 10.4 millions 
against Continental’s 2.3 mil 
lions, and, in addition, it had, 
at the close of last year, 85 
millions of Government securi- 
ties to which there is no « 
terpart on Continental’s bal- 
ance sheet. On the otlier 

(Please turn to page 10061) 
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% Earned 
Yield on Recent 
in % Price 
22.4 
19.2 


Div. Recent 

for 192 Rate Price 
$22 $5 90 5.5 
10 4 50 8.0 
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Lame Ducks in the Market and What 
To Do With Them 


Some Helpful Suggestions to Investors 
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1916 
1917 
1918 
1919 
1920 
1921 
1922 
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‘THING is more disgruntling to 
the specvestor than to hold stocks 
vhich obstinately refuse to advance 
sing market. It is precisely at this 
that the investor’s discouragement 
ly to lead him to throw his hold- 
verboard and climb on what seems 
a more promising bandwagon. If 
mable amount of care is taken such 
may indeed prove exceedingly sat- 
Sometimes, however, the ad- 
process has been unscientific 
ind the investor learns to his cha- 
iat he has, in effect, jumped out of 
ing pan into the fire. Even 
may sometimes be had because the 
vhich was originally sold in order 
ke room for what was hoped would 
atisfactory investment, turns out to 
egular champion of the market. 


on 


worse 


ther words, before the “switch” is 
it would be worth while examining 
riginal holding with an eye to ascer- 


whether or not it is useless to 


By A. T. MILLER 


continue its possession. In the following 
discussion, several examples are given ot 
stocks that appear to be lame ducks in 
the market and yet which possess undoubt- 
ed qualifications of entitling them to sell 
at materially higher prices. In such cases, 
it would be as well for the holder to con 
tinue his investment. In other cases, which 
will be described, to continue to hold the 
stocks would be a waste of time and 
money, and appropriate “switches” are 
accordingly suggested. The point to note, 
however, is that the unsatisfactory mar 
ket action of this stocks 
basis in itself of suggesting another issue 
As should always be the case, the prin- 

ascertain is the financial 
earning power of the com- 


given is not a 


cipal 
prospects and 
pany. Where these prove satisfactory, it 
is recommended that the investor continue’ 
to hold his stocks despite their poor mar- 
ket action in the justifiable hope that they 
will eventually sell at a higher price, as 
their outlook 


pomt to 


warranted by 





off with International Pa- 
This stock has performed 
exceedingly poor fashion in the 
this year, having declined from a 


us lead 
mmon, 


INTERNATIONAL PAPER'S 
EARNINGS 


(Per Share Common Stock) 


irtly estimated. 


58 to a low of 30 and now quoted 
wh above the lowest figures at 35. 
stionably, the holder of this stock 

justified in feeling disappointed, 
he had held other instead 
one he could have fared much bet 
example, Mack Truck, Gulf 

Steel, Studebaker and many others. 

upon examining the affairs of this 
ny, it is difficult to find a reason for 
the stock in the current 
Thus, in March, April 
May, the company earned at a rate 

less than $18 per share and, allow- 

x all adjustments and possible re- 
n of earnings at the end of the year, 
itional Paper should earn a balance 

common stock of probably at least 

share. This compares with a defi- 

1921 and 1922. In those years, the 

old upon than 60, 
et this year, are 
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issues 


| or 


lecline of 


higher 
conditions 


occasion 
when 


1923 


greatly improved, is selling at a price of 
about half as much. This incongruous 
situation will undoubtedly change as a re- 
sult of general recognition of the im- 
proved position of the company, and for 
that-reason holders are advised to retain 
the stock. 

International Paper’s mills are operat- 
ing at near capacity owing to the strong 
demand for newsprint and other products, 
Some improvement in finances is noted, 
but, despite the high amount of earnings, 
dividend action appears remote. Never- 
theless, the stock is selling consid- 
erably out of line with the improved 
position of the company, and has con- 
siderable merit from a_ speculative 
viewpoint at current low figures. 


A Second Case 


Quite the opposite to International Pa- 
per common is American Hide & Leather 
though in both market 
action has been poor. This, however, rep- 
resents about the only similarity between 
the two stocks. In the case of the leather 
company, the low price of its stock is cer- 
tainly justified in view of the poor record 
this year. The accompanying table indi 
cates that in the first two months, this 
company incurred a deficit. It is to be 
noted that this occurred at a period when 
the majority of corporations were turn 
ing in unusually good earnings reports. 
Some improvement is expected in the bal- 
ance in the year, but the outlook is that 
the company will do well to offset the 
deficit incurred in the first half 

The prospects of this 


common, cases 


stock 


dividend 


are about as remote as anything possibly 
could be. For example, owing on the pre- 
ferred stock is 130%% in accrued divi- 
dends. Allowing for this item and other 
charges which come ahead of the common, 


AMERICAN HIDE & LEATHER’S 
RECORD OF EARNINGS 
(By Quarters) 
Quarter Ended —In Millions of Dollars 
March 31, 1921...... . . $1.21* 
June 30, 1921.... . 0.25 
Sept. 30, 1921... , .20 
Dec. 30, 1921...... : .20 
March 31, 1922 471 
June 30, 1922.... O1* 
Sept. 30, 1922... .26 
mes, 3h, 8002... 0.29 
March 31, 1923 0.11* 
June 30, 1923. 0.18* 


* Deficit. 
t Incl.. extraordinary income of $455,000 
from insurance on plant destroyed by fire. 


the book value of the latter is about $1 
a share as contrasted with its market 
price of around 10. Eventually, this com 
pany may have to undergo some sort ol 
financial transformation, and the common 
is not likely, in such a case, to fare par- 
ticularly well. 

It is suggested, therefore, that tired 
holders switch into Tennessee Copper 
& Chemical selling around $9 a share 
and paying dividends of $1 a share. 
The latter company is in a strong po- 
sition financially and the stock is quite 
cheap at current figures. 


Another Illustration 


American International for a long time 
has given considerable cause for grief to 
its stockholders. One of the greatest dis- 
appointments in the history of commer- 
cial America, it has by an unfortunate 
series of events, over which it had no con- 
trol, gone from bad to worse. The result 
is that the stock is now quoted at around 
$20 a share compared with a high this 
year of 33 and a high since 1919 of 132 
A whole series of calamitics have hap- 
C’S ASSET VALUE 

(In Millions) 
Net working capital.... 
Value of proprietary cos.* 
Listed securitiest 
Unlisted securities 


A. I. 


$5.70 
6.75 
4.50 
4.00 
$20.95 
0.50 


Total , 
Deduct Tax Reserve 


$20.45 
40.98 


Net 

Per 

* Est. 

i Current value. 
(Please turn te 


Assets 
share 


page 1040) 








Ford Motor Company of Canada, Ltd. 





An Investment Which Compares 
Favorably with Bank Stocks 


Its Present Outlook—Is it Time to Buy? 


Stand- 
consid- 
invest- 


HY are the 
ard Oils 
ered good 
ment mediums ? Jecause 
; of their excellent records 
4oods and future opportunities. 
me The Ford Motor Com- 
pany of Canada has simi- 
lar qualifications, an en- 
viable earning and divi- 
dend record, a manage- 
ment which is always 
able to take advantage of 
favorable opportunities and a policy of 
plowing back into the business over half 
of the earnings which constantly build up 
the value behind its shares in the form 
of surplus which sooner or later accrues 
to the benefit of the stockholders .in the 
form of stock dividends or enhanced mar- 
ket price of its stock. 
HISTORY The Ford Motor Company 
of Canada, Ltd., was or- 
ganized on April 17, 1904, for $125,000 
under the laws of the Province of Onta- 
rio. The company has the exclusive man- 
ufacturing and selling rights of the Ford 
automobile, Ford truck and Fordson trac- 
tor throughout the British empire with 
the exception of Great Britain and Ire- 
land. Its field extends throughout Can- 
ada, New Zealand, Australia, India, and 
the British South Africa. In considera- 
tion of $62,500 capital stock of the Ford 
Motor Company of Canada, Ltd., tendered 
the Ford Motor Company of Detroit, the 
Ford Motor Company of Detroit agreed 
under perpetual contract to extend to the 
Ford Motor Company of Canada, Ltd., 
the privilege of using all the devices and 
improvements on the Ford Motor Com- 
pany’s car without costs. 

The company was reincorporated in 
1911 for $1,000,000 under the laws of the 
Dominion of Canada at which time a 
500% stock dividend was declared. In 
1912, a 33% stock dividend was declared. 
In 1915, a further increase to $10,000,000 
in the authorized capital stock was made 
and in 1916, a 600% stock dividend was 
paid which increased the amount of com- 
mon stock outstanding to $7,000,000 at 
which figure it remains today. The in- 
crease in the capitalization from the date 
of organization to the present time has 
been accomplished wholly by stock divi- 
dends. 

The main factory is located on the 
banks of the Detroit River in Ford City, 
Ontario, with selling branches and assem- 
bling plants at Toronto, Montreal, Win- 
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By G. D. KNEIP 


nipeg, London, and sales branches at Cal- 
gary, Regina, Vancouver, and St. John, 
all located in company-owned buildings. 


The company is faced 
with a constantly grow- 
ing demand for its prod- 
uct in the Canadian provinces which is 
reaching record-making proportions this 
year. Trade conditions in Canada closely 
follow those in the United States and at 
present time the Dominion is also enjoy- 


CANADIAN 
FIELD 


ing a business revival. 

During 1922, the Dominion imported 
from the United States 10,214 cars and 
1,259 trucks having a value of approxi- 
mately $12,000,000, and, in view of the 
fact that most of the popular cars in this 
country have factories in Canada, whose 
sales are not included in the above, it is 
certain that the motor car is playing an 
important part in the industrial develop- 
ment of our neighbor. 

The Imperial Oil Co., Ltd. a highly 
successful organization, the representa- 
tive of the Standard Oil interests in Can- 
ada, evidently views the future of the 
automobile industry in the Dominion with 
great confidence as is evidenced by* the 
building of a chain of refineries from the 
Atlantic to the Pacific at a cost of sev- 
eral million dollars to take care of its 
constantly increasing business from this 
source. 


FOREIGN 
FIELD 


At the time of incorpora- 
tion, by agreement with 
the Ford Motor Company 
of United States, the Canadian company 
was allotted the following export terri- 
tories: Australia, India, New Zealand and 
South Africa, comprising a population of 
over 500,000,000 people. It is true that 
only a small percentage of these people 
are potentially able to buy automobiles, 
but, on the other hand, the number of 
machines per capita in these countries now 
is such a small percentage of the number 
per capita in the United States that pro- 
portionately it would seem that the Ford 
Motor Company of Canada’s field is bare- 


ly scratched compared to the ultimate 
sibilities of distribution. 

Australia was the leading foreign 
ket for American automobiles di 
1922, taking 11,236 cars, British S 
Africa imported 2,327 cars and New 
land and India each beween 1,000 
2,000 cars, making a total of about 
000 cars. During this period, Ford 
tor of Canada sold over 12,000 car 
these territories, or about 41% of th 
tal, and as 90% of the cars importe: 
these countries are American made, 
popularity of the Ford appears to be 
established. The low price at which 
company is able to make its product 


strong financial position, a direct t 


factor in promoting sales by assisting 
financing of dealers, and the mainte: 
of excellent repair service, which is 
important in a sparsely settled cou 
have contributed largely to its succes 
these fields. 
GROWTH IN From a_ produ 
PRODUCTION 
the yearly o1 
has steadily increased until in 1920, 
ing which year 55,000 cars and 3,063 | 
tors were produced. From this point 
duction decreased to 45,000 cars in th 
cal year ending July 31, 1922, due t 
general business depression. Althoug! 


of 1,280 cars in | 


ith 


tl 


the 


ll 


the 


it 


the 


ce 


r 


definite figures will be available until 1! 


company’s annual meeting in Octobx 
has been reported 
that production of cars in the past 


year reached the unprecedented figur: 


understood at the pr 
running at 


70,000. It is 
time that production is 


rate of 315 cars a day, and, in addit 
producing 400 cylin 


the company is 
blocks per day for the Ford Compa 
Detroit. 

From the accompanying table, it ca 
seen that, while production in 1922 
about 6,000 cars less, and gross sales 
creased $14,000,000 over 1920, yet th 
income was about the same, which 
cates that production costs decreased 

(Please turn to page 1034) 


from reliable sour 





1922 
45,000 
. $29,273,254 


Production 

Sales 

DD - cntadewe 
Business profits tax 
Balance 

Cash dividends 
Surplus . 

Earned on stock 


1921 
46,832 
$37,836,473 
2,830,663 
478,034 
2,352,629 
1,050,000 
1,302,629 
33.61% 


WHAT THE CANADIAN FORD HAS EARNED 


1918 

46,914 
$24,608,442 
2,358,192 
115,234 
2,242,948 
350,000 
1,892,958 

32.04° 


1919 
39,112 
Not stated 
$5,002,898 
1,970,934 
3,031,964 
2,100,000 
931,964 
43.31% 


1920 
55,616 
$43,671,988 
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Associated Dry Goods Corp. 





Large Profits Indicated 
for 1923 


The Recent Record of Associated Dry- 
goods and Prospects for the Shareholders 


By JOHN MORROW 


for that matter since the beginning 
of the second half of last year, there 
is been no complaint concerning the gen- 
eral purchasing power of urban popula- 
m, Therefore, the department stores 
erating in the larger cities have been 
joying a good volume of business, and, 
irthermore, have been able to show sub- 
antial margins of profit. 
Associated Dry Goods is one of the best 
1own of the department stores com- 
panies, and in behalf of that company it 
claimed that its past summer business 
as active enough to show a profit. As 
ng as spring and summer business are 
od, the fact that the summer months 
ay show deficits is not in itself primarily 
mportant, and the statement of operat- 
g profits made this summer is set forth 
indicate an improvement above normal. 
\ssociated Dry Goods owns or controls 
ord & Taylor of N. Y. and Hahne & Co., 
perating in Newark, N. J., and important 
tores in Buffalo, Louisville, Minneapolis 
d Baltimore. With the exclusion of Lord 
Taylor, the stores owned, represented as 
December 31, 1922, net assets of a little 
ver 21 millions of dollars. No good will 
other intangible assets are included in 
his valuation which, in its total, approxi- 
ates the total of the preferred stocks of 
\ssociated Dry Goods, 
As of December 31, 1922, Associated 
ry Goods owned 21,300 shares of Lord 
& Taylor first preferred stock out of 25,- 
(00 shares; 15,700 shares of second pre- 
‘rred out of a total of 18,950 and 25,000 
ares of common out of a total of 30,- 
0. This stock holding was carried on 
the balance sheet of the proprietary com- 
any at $3,518,000. 
One of the important factors in the suc- 
ss of Associated Dry Goods has been 
ie large improvement in 
ord & Taylor. For some years this con- 
rn was unable to pay preferred divi- 
ends regularly, but in 1922 arrived at a 


Gio the beginning of the year, or 


carnings of 


point where it was possible to pay off all 
the accumulations on the first preferred 
stock. This improvement has continued 
since the first of 1923, and Lord & Taylor 
has paid off a large part of the accumu- 
lations on the second preferred stock 
There are still back dividends to be paid 
on the second preferred aggregating 
slightly over one million dollars, of which 
Associated Dry Goods will receive at least 
$881,000, when the accumulations are all 

















‘ASSOCIATED: DRY: GQDDS- 
— ‘8 “199 ‘20 “21 ‘22 ‘25* 















































t aa =. 
+ f Dividends Paid 
t# +— 




















al i i i | 
* Estimated w 


settled. As a result of the 
ments by Lord & Tyalor last year, Asso- 
ciated Dry Goods had other income of 
over one million dollars, almost twice the 
amount of common dividends paid. Prof- 
its from retail dry goods stores wholly 
owned last year were $3,213,000, about 
three times the amount of other income, 
but at the same time the importance of 
Lord & Taylor is obvious. It is conceiv- 
able that Lord & Taylor may reach a 
point in earnings where dividends upon 











large pay- 








Net Profits 
From Stores Owned 
*$1,097,494 
1,589,628 
2,065,341 
4.244 486 
1,836,929 
3.105.758 
3,213,078 


Other 
Income 
$72,611 
174,559 
134,394 
117,845 
348,162 
396,194 
1,021,876 


* Six months 





ASSOCIATED DRY GOODS’ STEADY ADVANCE 


Annual 
Surplus 
$1,097,255 


-~Per Sh. Earnin 
Ist Pid. 2d Pfd. 


$10.15 


on Stocks—, 
Common 


$2.90 
1.50 
2.00 
13.33 
4.13 
10.26 
16.44 
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The Lord & Taylor store, one of Asso- 

ciated Dry Goods’ Prize Belongings 
its common stock will be possible, al- 
though, of course, before this can be con 
sidered accumulations on the second pre- 
ferred will have to be paid up. If Lord 
& Taylor paid the regular dividends upon 
the two preferred stocks and a dividend 
of, say, $4 a share upon the common 
stock, Associated Dry Goods would be in 
receipt of income two-thirds large enough 
to cover dividends upon its own common 
stock at the rate of $4 a share which, in- 
cidentally, is the current rate. 

Associated Dry Goods, in its 
form, has been in existence only a little 
over seven years, and there were no signs 
of a substantial earning power upon the 
common shares until 1919. The end of 
1923 will mark the conclusion of a three- 
year period, in each year of which sur- 
plus earnings on the common have run 
into double figures. This statement is 
made on the assumption that the per-share 
earnings on the common stock for 1923 
will be in the neighborhood of the pres- 
ent estimate of over $15 a share. There 
may be some falling off in the net profits 
in the fall months of 1923, as compared 
with the same period of 1922, without 
disturbing this estimate. 

Associated Dry Goods has no funded 
debt. The first 6% cumulative preferred 
is outstanding to the amount of $13,800,- 
000 and the second 7% cumulative pre- 
ferred is outstanding to the amount of 
$6,725,000. Dividends on the first pre- 
ferred have been paid regularly since 1917 
and upon the second preferred regularly 
since 1918. These two stocks have not 
yet reached the leyel. of absolutely sea- 
soned investment For example, 
the first preferred is still selling below 
90 and the second preferred between 85 
and 90. At these prices the yields are 
liberal and rather inviting. In no year 
since the organization of the present com- 
pany has the amount earned on either of 
the preferred stocks fallen below the 
amount required for dividends, and in the 
last four years protection has more 
than ample 

Associated Dry Goods has through its 

(Please turn to page 1041) 


present 


issues. 


been 
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How Sound Is Our Banking Position? 


A Revealing Analysis 


By GOVERNOR D. R. CRISSINGER 
of the Federal Reserve Board 





to meet all the proper financing require- 
ments of the nation with ease. The new 


figures show the putting forth of an ex- 
cessive effort; today’s figures reveal con- 


HE banking power of the United 
States, all things considered, is now 


greater than at any previous time in 
the country’s history. Recent figures on 
the resources of state banks are not avail- 
able, but at the end of the last fiscal year 
the resources of the national banks were 
$21,511,766,000, as compared with the peak 
of $22,711,375,000 December 31, 1919, but 
while the volume of resources is slightly 
less now than at the climax of the after- 
war boom, no one would dispute.that real 
banking power is The peak 
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greater. 


trolled effort and great reserve potentiali- 
ties, 


Banks in Strong Position 


The banking power, resting on total re- 
sources of more than $50,000,000,000, as 
shown by the statistics, is also supple- 
mented by the financial aid that is being 
extended to agriculture by the recent 
amendments ‘to the farm loan act. With 
this latter aid the banks are in a position 
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intermediate rural credits:feature is being 
so administered by the Farm Loan Board 
that it is not restrictive of banking opera- 
tions, though it does widen the rural 
credit field. Instead of being detrimental 
to the banks the new credit channel i 
helpful to them. 

It is true that there have been a few 
failures here and there, mostly in agri 
cultural that have suffered ex 
cessively from causes peculiar to them or 
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regions 





traceable to the disalignment of agri- 
cultural products and other commodities. 
Agriculture as a whole and especially in 
certain products remains at a disadvantage 
in the markets because its low prices are 
confronted by fairly high prices of the 
eoods it purchases. This inequality and 
the resulting distress is still reflected in 
some degree in the banks of some sections 
the country. 


Liquidation of Frozen Loans 


\ principal reason why real banking 
power is greater now than it was two and 
three years ago is the increasing propor- 
of bank loans and investments in 
commercial loans and the decreasing pro- 
portion in investments and loans on col- 
lateral. It is true that in 1921 there was 
1 even higher proportion of commercial 
loans, but it is very significant that the 
rozen loans that contributed so greatly 

then volume of commercial loans 
have been generally liquidated. The 
present commercial loans are to a great 
extent for the purpose of financing cur- 
rent operations and are liquid. 

The liquidation of 1922 and the first 
part of 1923 was followed by a gradual 
nerease in loans amounting to about 
$2,000,000,000. The climax of the in- 
crease was reached last March, and since 
then loans have been at a fairly constant 
level. The culmination of the expansion 

loans in March signalized the achieve- 

of returning to prosperity without 

rous over-doing. Personally I was 

apprehensive of a runaway boom 

vear, but the retrospect shows that 

who were have been happily disap- 
pointed, 

I attribute the avoidance of a dangerous 
peak in business and banking operations 

to the fact that the drastic ex- 
1921 are still fresh in the 
ry of our business men and bankers 


ces of 


“The banking power of the United States is now 
greater than at any previous time in the country’s 


histo ry.” 


“1 principal reason why real banking power 
is the increas- 


is greater now than it was... 


and have served as a warning, and partly 
to a growing steadiness and self-control 
of the American business world. The in- 
creasing tendency to study trade move- 
ments, watch the statistics of the various 
commercial factors, compare with the past 
and conservatively forecast the future, 
make for more caution and less reckless- 
ness. In the case of the boom that didn’t 
boom last spring when it seemed all set 
to go, it may be said that our men of 
finance and business scared themselves 
into moderation, or were so scared by 
their economic mentors. Maybe they 
were unduly scared and have proceeded a 
little more circumspectly since then under- 
lying conditions would justify, but even 
if a little greater activity might be per- 
missible at present without danger, regret 
on that score is negligible compared with 
the immense benefits flowing from the 
avoidance of a speculative boom. 

I look for a satisfactory volume of 
business throughout this year and into 
next year. Beyond that I would not make 
a forecast either way; because it is too 


far away. 
No Tendency Toward Inflation 


In my opinion there is no general price 
inflation in this country at the 
time, and manifestly there is no tendency 
in that direction at the moment—rather 
the other way in a moderate degree. W<¢ 
are on a higher price-level, and 
must be considered with relation to 
level and not the pre-war level. 

Our great accumulations of gold 
must, however, be kept constantly in 
mind. No doubt our over-sea compet- 
itors would like to unload all the gold 
on us they can spare, with a view to 
cheapening our money and enhancing 
prices, with the double purpose of lift- 
ing their goods over our tariff wall 
and raising our production costs to a 
point that would interfere with our 


present 


prices 
that 


— ——__o<>-2—___- 


competition with them in common 
markets. 

The banking position of the country 
would be still better if there were more 
banks in the Federal Reserve System. It 
is not growing in numbers at present, as 
consolidations tend to offset new members. 
It is the Reserve system that has given us 
the financial strength that there is in 
union and made our enormous banking 
resources mobile and directable. It is the 
rock of our financial solidity, upon whose 
sure whatever may 
assail our financial fabric we may always 
count with confidence. 

In respect to maintaining 
public expenditures must be taken into ac 
count. Such expenditures are not in the 
main productive and the sums expended 
on them are lost to the stream of pro- 
duction and tend to make consumers’ 
prices unduly high with respect to costs 
of production. This, in turn, makes for 
reduction of consumption 
quently, curtailment of production I 
have no opinion to offer regarding Fed- 
eral expenditures other than to say that 
the administrative policy is an admirable 
one of the most rigid economy, but I fear 
yf state and 
piling 


resistance to forces 


prosperity, 


and, conse 


that the same can not be said « 
municipal expenditures which are 
up a heavy load of local taxation 

The disaster that has overtaken Japan 
will not disturb our affairs. 

In regard to interest rates the 
There have 
changes of importance or significance, and 
there is no complaint of lack of accommo- 
dation from business 


Situation 


is good. been no _ recent 


interests 


that the 
L-urope 


legitimate 

Altogether, when you conside1 
disturbed condition of 
must 


economic 
some efiect here, we are m a 
wonderfully comfortable 

that there is 
security markets, but in my 
does not reflect the true state of the 


country nor presage the future 


have 
position, I am 
gloom in the 


aware some 


opinion it 


“In my opinion, there is no general price inflation 
in this country.” 


“The banking position of the country would 


ing proportion of bank loans and investments 


in commercial loans and the de- 
creasing proportion in investments 
and loans on collateral.” 


* * 7 * * 


“l attribute the avoidance of a 
dangerous peak in business and 
banking ... partly to a growing 
steadiness and self-control in the 
American business world.” 


4 * * * * 


“l look for a satisfactory vol- 
ume of business throughout this 
year and into next year. 
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GOVERNOR D. R. CRISSINGER 
of the Federal Reserve Board 


be still better if there were more banks in the 
Federal Reserve System.” 


* ’ ’ * 


“In respect to maintaining pros- 
perity, public expenditures must 
be taken into account.” 


’ * # ¥ ¥ 


“When you consider that the 
disturbed economic condition of 
Europe must have some effect 
here, we are in a wonderfully 
comfortable position.” 


* + * * * 


“Those who were apprehensive 
of a ruw-aqway boom this year have 
been happily disappointed.” 
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How the Personnel Director Develops 
the Human Side of Banking 


What His Objectives Are— How the 
Leading Banks Help Him Attain Them 





What follows is a consolida- 
tion of the views of the personnel 
directors of some of the leading 
banks on the subject of the possi- 
bilities for constructive good of- 
fered by the positions they retain. 
The views were expressed in the 
course of a series of interviews 
with a representative of the 
Banking Department of THE 
MAGAZINE OF WALL STREET. 











N seeking to differentiate between the 

personnel director and the employ- 

ment manager it is essential at once 
to point out that there is no standardiza- 
tion of either office. The business of per- 
sonnel director might be termed a de- 
veloping profession. It is only within 
comparatively recent years that it has 
been recognized as a distinctive branch of 
the banking business. In some cases, the 
personnel director is also the employment 
manager and vice versa and, of course, 
it is only the larger banks that can afford 
to retain officers who will devote their 
entire attention to personnel and employ- 
ment work. 

Broadly speaking, it is the duty of the 
employment manager to attend to the mat- 
ter of taking on employees and the busi- 
ness of the personnel director to look after 
them when once engaged. In some cases 
the duties. are combined in charge of a 
single officer. How significant is this new 
type or new presentation of financial 
management ? 


Maintaining Human Relationships 


It is the business of the personnel 
director to take an interest in and foster 
the matter of human relationships in a 
bank. In addition to attending to the de- 
tails of employment, he keeps eareful 
records on which all transfers and pro- 
motions are based, and, also all “separa- 
tions” or “exits,” as they are known, 
when someone leaves the bank’s employ 
either voluntarily or by request. 

Many personnel directors believe in the 
standardization of positions, and there is 
something to be said for this view when 
the standardization is done with care and 
accuracy. On the other hand, there is 
the objection that standardization reduces 
the personnel of a bank to a number of 
cogs. Most bankers recognize the useful- 
ness of individuality and encourage it to 
the utmost degree. If one employee can 
work more quickly and accurately tham 
another employee, doing the same kind of 
work, it is obvious that the first worker 
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is entitled to greater recognition than the 
second. And this fact is not lost sight of 
when the employee’s records are reviewed. 

There is much of routine in banking 
work and the development of adding and 
multiplying machines in recent years has 
tended to put it even more on a machine- 
like basis. It should be sought to keep 
the individual element always in mind, 
and, so far as possible, to make banking 
an interesting and stimulating life. 


Welfare Work 


The desire of the modern bank and 
hence the objective of the personnel di- 
rector, is to promote the business and 
social relationships of bank employees. A 
prospective employee is given a careful 
physical examination before undertaking 
his new duties. | Many modern banks main- 
tain completely equipped dispensaries on 
their premises often with trained nurses 
in charge. Group insurance plans entitle 
employees to free, visiting nurse service. 
When an employee returns after an illness 
he is examined by the Medical Director of 
the bank who certifies as to his condition. 
This acts as a protection to the employee, 
preventing him from resuming his work 
before he is fully recovered and also as a 
protection to the bank, especially when 
the disease is contagious or infectious. 
As a general rule, an employee is not 
allowed to return to his duties until he 
has first reported to the doctor and has 
been passed by the latter. 

Many of the larger banks have adopted 
the group insurance plan. Employees are 
insured in initial amounts of from $500 to 
$1,000, and the bank pays the premiums 
after a stated period of employment. 
The amount of insurance automatically 
increases during certain periods or years 
of service in some cases, when a maxi- 
mum amount of $3,000 is reached, in 
others $4,000 and $5,000. Some banks 
carry health insurance for their employees 
in addition to life insurance. 

Practically all of the important banking 
institutions have clubs composed of em- 
ployees. The function of these associa- 
tions is social and educational. They are 
self-governed with usually an advisory 
committee of banking officials. They 
have their baseball, basketball, tennis and 
other athletic teams. Occasionally there 
are theater parties, dances and the like. 
Club dues vary from $1 to $3 per year. 
Others have thrift clubs which teach how 
to save and invest. The matter of invest- 
ment is under the direction of a committee 
supervised by officers of the bank. There 
are also very often Christmas Clubs to 
which employees contribute their Christ- 
mas money, receiving it back with interest 
at the holiday season. Some banks have 


a pension system which takes care of aed 
employees. 

The modern bank is as anxious to see 
its employees progress as they are to vet 
ahead. With that idea in view, the records 
of every employee are carefully gone over 
in most progressive banks, at least once 
or twice a year, sometimes even oftever, 
for the purpose of promoting the most 
worthy, and it is attempted at all tiries, 
whenever possible, to promote from 
within the organization. 

The business of the personnel director 
is to make his fellow-workers feel that 
they are not bolts, rivets and cogs of a 
big machine, but that the bank is a hunian 
thing. First contacts, therefore, are very 
important. Some institutions treat caidi- 
dates for employment with chilling 
brusqueness. The wiser ones believe in 
treating all applicants with tact and 
courtesy, so that even if there is no 
vacancy, the applicant goes away with a 
friendly feeling towards the bank. That 
is good advertising, if nothing more 


Encouraged to Study 


Every encouragement is given to cm- 
ployees to study. Most great banks now 
have reference libraries, on banking eco- 
nomics and allied subjects. Many em- 
ployees in all of the larger cities attend 
the night courses of the American Insti- 
tute of Banking. In New York City, 
these are conducted under the direction 
of Columbia University. The bank pays 
part of the tuition fees after the success- 
ful completion of the course. There the 
members may learn book-keeping, credit, 
foreign exchange and the various branchies 
of the banking business. There is a gen- 
eral course lasting two years and one 
covering three years. These courses are 

(Please turn to page 1054) 





“It is the business of the per 
sonnel director to take an interest 
in and foster the human rela 
tionships of a bank.” 


“The business of the personnel 
director is to make his fellow- 
workers feel that they are not 
bolts and cogs of a big machin: 
but that the bank is a human 
thing.” 


“The position of personnel di 
rector will be large or small 
according to the incumbent. It 
should be one of the biggest job 
in a bank.” 
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Bank Planning as 
a Science 


Why Location, Design and Arrange- 
ment of Departments Are Being Given 
More Attention Than Ever Before 
An Interview with 
HARRY ARTHUR HOPF 


neering received its impetus during 
the War. Theretofore the emphasis 
vay have been placed on various phases 
{ management problems, but it remained 
x the War and the resultant pressure 
pon the industrial and financial mechan- 
sm of the country to demonstrate that 
here was paramount need for an organ- 
ved effort to improve management proc- 
sses and results in general. This condi- 
ion gave rise to the development of the 
rofession of management engineering. 
Institutions, including banks, realize 
1ore and more the value of outside 
yvunsel—not necessarily to run their busi- 
ess, but to study the channels through 
vhich the routine passes and to improve 
hose channels so that the objectives can 
e accomplished with less effort and 
reater economy and effectiveness. 
The function of outside counsel in gen- 
ral is to analyze, to coordinate, to stand- 
rdize and to organize, and then to intro- 
uce a rational and common-sense pro- 
ram of incentives for management and 
mployees alike. . 
With the growth of the banking busi- 
ess the problem of providing for hous- 
ng and producing physical conditions in 
vhich bank employees might work in 
omfort became a more and more com- 
lex one. 
Obviously, the location of a bank build- 
ng is determined by the general contours 
the financial district and the need for 
lacing its home where it can serve its 
lientele best. But in the past banks, in 
ommon with institutions in other lines 
f business, have paid rather more atten- 
ion to the monumental character of the'r 
tructures than to the effectiveness with 
hich the work can be carried on therein. 
ormerly, banks used to think it was nec- 
ssary to erect a monumental building to 
onvey the idea of safety. They are get- 
ting away from that now and are erect- 
ng bank buildings which are more adapt- 
ed to their particular needs than to 
convey the impression of solidity and 
trength. The bank originally used to be 
. cold place where people would enter in 
ear and trembling. Now a spirit of wel- 
ome is pervading the banks. The banker 
is beginning to open up and receive peo- 
le. This has its influence on bank archi- 
tecture, 


T'= profession of management engi- 


The objectives sought in bank arrange- 
iene: 


!. Accessibility to the public of those 
departments serving the public; 


. departments 


2. Bringing together all 
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having dealings 
with each other; 

3. Providing such 
physical conditions 
that the - greatest 
amount of pro- 
ductivity can be 
secured from em- 
ployees ; 

4. Planning the 
structure in such 
fashion that, inas- 
much as it is lo- 
cated on high- 
priced ground, 
part of the build- 
ing, at least, can 
be given over to = 
outside tenants, 
thereby producing 
revenue ; 

5. More impor- 
tant than the last 
consideration, is 
the need for pro- 
viding space for 
future growth. 

Parent hetically, 


gineer. 





Mr. Hopj is well known as a consulting management en 
For more than twenty years he has directed his 
professional and business activities to the solution of prob- 
lems of management. 
on the continent and is a graduate of New York University, 
where he specialized in the Department of Management. 
He was formerly organization counsel for the Federal 
f Reserve Bank of New 


Born in England, he was educated 


York. 








these objectives 

are entirely from the 
banker. Neighborhood and country banks 
usually find their building problems un- 
complicated by the need for getting a good 
return from investment in the plot, inas- 
much as land is relatively cheap, and, 
therefore, the tendency is altogether in the 
direction of constructing buildings for 
their own occupancy. But even country 
bankers must look out for the problems 
of growth, and, while planning initially 
for reasonable and immediate require- 
ments, they should bear in mind that un- 
less future growth is anticipated and pro 
vided for, expensive changes are likely to 
be encountered. 

In the larger banks that are experienc- 
ing rapid growth, the cost of shifting de- 
partments around and accommodating the 
space to increasing requirements is an im- 
portant factor in the expense of the bank 
and oftentimes runs into many thousands 
a year. 

How widely are banks employing ex- 
pert advice in organization and arrange- 
ment of buildings? They have employed 
specialists, but largely equipment spe- 
cialists. They have not employed anybody 
who is qualified to study their growth, to 
revamp their organization and plan their 
building so that it will meet their grow 
ing needs. The growth of this profession 
has been slow, like all innovations in the 
banking world, but more and more the 


view of the city 


modern, up-to-date banker is commencmg 
to realize the necessity of utilizing out 
side advice in applying the principles of 
effective management to the operating 
activities of his business. These principles 
find their background in the whole field 
of industry and commerce and, therefore, 
they are being brought to banks 

It is not that the engineer attempts to 
tell the banker how he should run his 
business, but simply that the engineer in 
spects the mechanism that the bank uses 
and points out defects with a view to 
effecting operating re 
sults. 


improvement m 


I suppose the argument in behalf of 
management engineering is this: that bank 
officials find their time completely ab- 
sorbed in dealing with daily operating 
problems, and that, therefore, they can- 
not find the time to do the things which 
ought to be done to get things running 
on an even keel, The outsiders can not 
do very much more than the insiders 
themselves could do, IF the latter took the 
time and were schooled in the principles 
of management. But the average bank 
officers in charge of administrative affairs 
are usually so pressed for time and so 
absorbed in details that they will not « 
cannot free their minds for consideration 
of broader general improvement work 

(Please turn toa page 1055) 
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What the A. B. A. is Doing for the 
Financial and Business Public 
and the Public at Large 


(Written especially for the Banking De- 
partment of The Magazine of Wall Street) 


American 
unprece- 
convention 


Bankers Association in 

dented strength for its 
at Atlantic City this month again illus- 
trates the unusual power and influence of 
our bankers’ associations. Their expe- 
rience during the past year has been per- 
haps the most successful in their history. 
It has undoubtedly been a season of more 
than commonly successful work, and of 
significant progress in various important 


gerey BLING of the 


lines. 

The general public has of late years 
come to understand, much better than be- 
fore, the real value and significance of 
trade associations in general and particu- 
larly of our bankers’ associations both 
state and national. It recognizes them as 
the representative bodies which stand for 
the professional ethics and conduct of 
those engaged in the occupation of bank- 
ing, and it knows that to them it must 
look for the development of that profes- 
sional attitude which determines thie 
broader and more abstract character of 
the service rendered by that occupation to 
the community. 


Some Problems of the Year 

The bankers’ associations of the coun- 
try have had to meet during the past year 
problems of a broader scope than ever 
before and the American Bankers Asso- 
ciation has taken the lead in the solution 
of the more fundamental. Among these 
are naturally questions of legislation— 
particularly those of Federal legislation, 
which are peculiarly the subject of ac- 
tivity on the part of the national organi- 
What the present 
situation considered 


zation. features of 


banking have been 


chiefly of signifi- 
cance for this year 
is indicated by the 
program for the 
current session, 
but the salient fea- 
tures are indicated 
by President Pue- 
licher as follows: 
“Marked changes 
that have come over 
business affairs 
since the last an- 
nual convention of 
the American 
Bankers Associa- 
tion strongly im- 
press themselves 
on the meeting. At 
the last conven- 
tion domestic af- 
fairs were run- 
ning with such ap- 
parent smoothness 
and prosperity that 
it seemed fitting to 
devote our chief 
attention to the 
great problems op- 
Europe 
and to America’s relationship to them. 
“Since then slackening domestic busi- 
ness and increased trend of sentiment to- 
ward a state of unrest in many sections 
of the United States have placed partic- 
ular emphasis on some of our own great 
problems, as well as the problems of Eu- 
These problems command the se- 
rious consideration of every banker in 
the nation. I earnestly urge them to at- 
tend the convention at Atlantic City to 

counsel together on them. 
“Consideration will be 


Walter 
Omaha National, 


pressing 


rope. 





MAJOR PROBLEMS FACING THE 


A.B. A. 


Restoring the Reserve System to a 
condition equal to or better than its 


original status. 


Securing corrective banking legislation 


from Congress. 


Provisions for financing the foreign 


trade of the U.S. 
Branch Banking. 


Modification of conditions surround- 


ing check validity. 


given to the rising tide of 
radicalism against. the 
present capitalistic system; 
agitation against the gold 
standard and for unsound 
money; the unsatisfactory 
economic position of agri- 
culture, threatening to ham- 
per the nation’s food pro- 
ductivity; and unwarranted 
assaults being made on the 
Federal Reserve System, 
threatening in time to de- 
prive the nation of this chief 
bulwark of strength in its 
financial system. Bankers 
must consider and take ac- 
tion on these problems.” 
Among the chief speakers 
before the general sessions 





THE INCOMING PRESIDENT 
OF THE A. B. A. 
E. Head, President of 


the office of President of the A. B. A. 


of the convention 
are: J. H. Pue- 
licher, President of 
the Association; 
Charles E. Mitch- 
ell, President, Na- 
tional City Bank, 
New York City; 
M. A. Traylor, 
President, First 
Trust and Savings 
Bank, Chicago; 
William A. Scott, 
Director, School of 
Commerce, Uni- 
versity of Wis- 
consin, and D. H. 
Otis, Director, 
Agricultural Com- 
mission, American 
Bankers Associa- 
tion. George E. 
Roberts, Vice- 
President, National 
City Bank, New 
York, will address 
the Clearing House 
Section on “The 
Economic Position 
of the United 
States,” and Seymour L. Cromwell, Presi- 
dent of the New York Stock Exchange, 
will also address the same section on 
“How the American Banker Can More 
Effectively Cooperate with the New York 
Stock Exchange.” 

As for the general condition of things 
in the financial and economic world it is 
reviewed in outline by President Pue- 
licher in his introductory address as Pres- 
ident of the Association in which, among 
other reflections on the present posture 
of affairs, nationally speaking, he says: 

“Socialism, Communism, Anarchism, 
Syndicalism, I. W. W.-ism are seeking to 
make converts in their attacks upon the 
very foundations of our government, in 
their attacks upon the institutions which 
have made America a great democracy, 
affording more opportunities for success 
and happiness than anywhere else in the 
Although every human being 
hopes ultimate warfare 
against the successful is volubly raging 
The dreamer, usually honest, but usually 
impractical, the demagogue, never honest, 
but often too practical, the professional 
reformer for personal profit, are all 
preaching the gospel of unrest, of class 
for law and order, 
endeavor 
by the 


the 


new incumbent of 


world. 


ior success, 


hatred, of disrespect 
of discontent with honest 
“Only as industry is rewarded 
(Please page 1060) 


turn to 
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Has the Time Come for the 
American Banker 
To Help Finance Europe? 


Vice-President Seaboard Nationai 


HE American 

banker and 

businessman 
going abroad today 
can study condi- 
tions from various 
angles, each one of 
them interesting as 
bearing directly or 
indirectly, to a cer- 
tain extent, on the 
future prosperity of 
our own country: 
First 


exCeSS 


a market for our 


food, 


Europe as 

supply of 
terials, and goods. 

Second—Europe as a producer of 
cheap manufactured goods and pos- 
sible competitor with our own im- 
dustries. 

Third—The European nations as 
debtors of our government and bor- 
rowers of the future. 

Fourth—Europe as a field for pro- 
spective business activity on the 
part of our banks. 


ma- 


raw 


The situation is admittedly complex. 
One must, therefore, be wary and cau- 
ious in one’s conclusions and before con- 
sidering each of the above questions it is 
est to obtain a bird's view of the 
present state of things on the other side. 


eye 


The Outstanding Factor Abroad 


The observer who returns to Europe 
ifter a few years’ interval finds that the 
most outstanding fact in connection with 
the situation, is -still the general absence 
if confidence and security as between na- 
tions on the one hand and between various 
classes within the nations on the other 
hand. While along certain lines and in 
ertain countries one notices a slow im- 
provement in economic conditions and 

the whole, exist in 
and commercial circles, sound, 
lefinite ideas regarding necessary meas- 
ires for restoration, it would seem that so 
long as the spirit of the various peoples is 
ot changed and an atmosphere of greater 
trust in each other created, the neces- 
sary background for permanent, inter- 
ial restoration is lacking. 


while on there 


nancial 


By S. STERN 
Bank of New 
sued by them, I feel that once the 
material losses thus sustained both by 
insiders and outsiders have been writ- 
ten off, there is no real obstacle to the 
prompt initiation of bold and clean- 
cut reforms which will lead to a cer- 
tain measure of rehabilitation in a 
much shorter period of time than 
many people think. In other words, the 
questions—re-establishment of 
world trade, and rehabilitation of credit 

although intricate and calling for the 
cooperation of the best minds in all the 
countries concerned—are not impossible 
of solution, if a stop is put to the strife 
and unrest which still prevails all over 
Europe and prevents the moderates every- 
where from taking the lead. 

I have been asked whether, the 
world’s creditors already to the extent of 
seventeen billion dollars, we can continue 
to meet the inevitable demand of more 
credit. Notwithstanding the political and 
financial chaos in vast Europe, 
is it permissible to hope that within a 
reasonable period of time we may again, 
with a relative degree of safety, open our 
purses to those European powers whom, 
in the last few years, it has become in- 
creasingly difficult to consider good risks? 


business 


being 


areas of 


The Basis for Future Credits 


and 
for a 
upon 
any, 
These 


that extreme caution 
must be 
long time to come and 
which we lend further 
must be scrupulously 

bases may be summarized as 


It is evident 
discrimination exercised 

the terms 
capital, if 
surveyed, 
follows: 


Political .stability 

Financial solvency 

Security or guarantce 

Past financial and political record. 


A consideration of these factors in- 
dicates clearly that the task of directing 
a reasonable share of our annual capital 
accumulations into the safest and most 
profitable foreign channels is a delicate 
one, calling for mature judgment and con- 
servative aggressiveness. At the same 
time it would be unfortunate if past 
periences were to over-awe us. 
vision must be commensurate with 
present world position which may be de- 
fined as follows: 


ex- 
Our 
our 


York 


vast mineral 


manufactur 


Our plentiful the 
resources of our soil, and our 


crops, 


ing capacity, taken as a whole, exceed the 
level of our present domestic needs. Their 
potential value will depend on whether we 
production 
compensate 
manutacture, 


our excess 
abroad at prices which will 
the production or 
and of shipment. 


can dispose of 


cost ol 


In addition to our agricultural and in- 
dustrial assets, we have enormous financial 
resources. These resources, to the extent 
of some seventeen billion dollars, are now 
represented by loans, advances, and invest- 
ments made to foreign countries We 
know that a considerable number of our 
foreign debtors cannot now provide in 
gold, goods or services, the amount neces- 
sary to pay the interest on and amortize 
gradually their obligations toward us, It 
follows that any future sales of products 
and goods, which we may be desirous of 
making to them, must be disposed of by 
us either on credit or in exchange for 
other goods. 

Our position, therefore, is twofold. 
As lenders of capital, we are vitally 
interested in the ways and means by 
which our debtors can so reform their 
present economic and financial situa- 
tion as to make our past loans as 
nearly 100% good as possible, and to 
that extent, we must be prepared, as 
and when necessary and advisable, to 
cooperate, our own position and in- 
terest being properly safeguarded, in 
the establishment of such adequate 
future political and economic policies 
as will be instrumental in bringing 
about the necessary reconstruction. 

As agricultural and industrial pro- 
ducers—employers or employees, farmers, 
planters or workingmen—interested in the 
markets of the future, we must admit that 
we are anxious to resume or further de- 
velop our commercial relations with these 
foreign countries (irrespective even to a 
certain extent of the final fate of our gov- 
ernmental war loans) and from this point 
of view, we should look upon with favor 
and encourage any suggestions or at- 
tempts to those debtors who are 
willing and able to furnish sufficient as- 


assist 


surances and guarantees to vouchsafe the 

honorable performance of their past and 

future commitments. 
When considering the 





Nevertheless, with- 
out underrating the se- 
rious consequences on 
the internal economy 
of some of the coun- 
tries of the disastrous 
financial policies pur- 


were to overawe us. 
surate with our present world position.” 


“It would be unfortunate if our past experiences 


Our vision must be commen- 


prospects of American 
foreign trade in the im- 
mediate or more distant 
future, let us keep well 
before us this truth: A 
(Zurn to page 1056) 
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“A Little Two-Fisted 


Encouragement! © 


T was some months since we had last 
seen the Old-Timer, and we were glad 
to see him. The old fellow has a re- 
freshing directness about his methods of 
thinking and speaking, and it does us 
good to hear him talk. 

“Notice a tendency in your Income 
Department lately,” he said, “to pound 
too much on this Saving thing. For 
Pat’s sake, cut it out! Everybody’s 

talking about Thrift and Economy and Budgets 
and all that. Give us a rest.” 

We strove for an air of becoming humility and 
attained it with surprisingly little effort. 

“Perhaps,” we hazarded, “perhaps if you would 
prefer our not talking about thrift you would sug- 
gest—” 

“Certainly I will,” boomed the Old-Timer, like 
a shot from a gun, “always glad to suggest. 

“Tell them to stop thinking about saving money 
and do a little thinking about making money. 

“Remind them that you can’t start saving until 
you have something to save. 

“Say to them: “If you haven’t anything to save, 
it doesn’t follow that your expenses are too high. 
The real trouble may be that your income is too 
low. 

“Print that remark Jim Hill probably never 
made about ‘If you can’t save money you might 
as well quit.’ Then put a question mark, in bold 
type and underscored, after it. Make it clear that 
inability to save on any existing wage scale is no 
evidence of incapacity. Who would expect a young 
fellow, with a wife and child, all of them used to 
good things, but himself only bringing in, say, two 
thousand a year, to save money under present con- 
ditions? Revise the remark 
attributed to Mr. Hill to what 
he probably would have said 
if he’d said anything at all: 
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The time to quit is not when you can’t save, but 
rather when you can’t earn enough to permit you 
to save. That’s nearer the truth. 

“Then I’d like to see somebody take a crack at 
Poor Richard’s outpourings. Might not be amiss 
to ask whether old Ben Franklin was famous for 
practicing these moralisms or whether he wasn’t 
just famous, as far as they were concerned, for 
writing them? Seems to me Franklin’s wonderful 
career was notable less for his conserving what 
he had than for his developing what he was capable 
of. Seems to me his tireless, determined, irre- 
sistible forging ahead in whatever line he under- 
took was what made him great. ‘Many a mickle 
makes a muckle,’ hey? It sure does—in a Frank- 
lin’s hands!” 

“Very true,” we offered, “but how—” 

“In any one of a thousand ways,” shot back the 
Old-Timer. “What are a man’s natural talents for 
—the ones, like as not, he doesn’t use in his daily 
job—if not to be capitalized and made productive? 
What’s the security market for, from the in- 
vestor’s point of view, if not to provide those 
who learn how to use it as an additional source 
of income? 

“Listen—” the Old-Timer leaned forward and 
tapped us gravely on the knee, “show me a man 
who’s not making enough to cover his expenses 
and I’ll show you a man suffering from either one 
of two things: Either he hasn’t any gumption, any 
get-up-and-go about him, or else he’s just never 
had his eyes opened to his own innate abilities and 
the opportunities that surround us all. In the first 
case, he’s hopeless, but in the second—” the Old- 
Timer hesitated. 

“Yes—in the second case—?” we urged. 

“All he needs is a little 
two- fisted encouragement,” 
concluded the Old-Timer, and 


his eyes twinkled. 
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Income from Foresight as 
as from Savings 


N making investments, there are 
[ =< factors of fundamental impor- 
tance : 
(a) Reasonable security. 
b) Fair return. 
(c) Keeping funds constantly at work. 
e first two factors are closely related 
and their relative importance depends 
pon the circumstances of the investor. 
» third factor, which contributes great- 
in increasing the returns, results from 
care taken in the prompt investment 
savings, as well as the prompt reinvest- 
nt of the income from same. 
These features are taken into account 
the plan outlined in this article. The 
lefinite figures used as an_ illustration 


iy, of course, be modified as to princi- 
and interest to suit the requirements 
ind possibilities of any particular inves- 


! 
val 


plan consists of the following 
ree steps: 

(a) Borrow money at a rate assumed 
here to be 6%, paying inter- 
est when due. 

With this money, buy bonds 
having a greater yield than 
the loan rate; the bond yield 
being assumed here to be 7%. 
Use the gain thus obtained, 
together with savings from 
other sources, to make pay- 
ments currently in a Build- 
ing and Loan Association on 
cumulative stock to provide 
at its maturity for payment 
of the loan. 
There is, of course, nothing un- 
usual in these transactions, but the 
combination results in compara- 
tively high profit, as will be shown, 
and this with considerably less risk 
than would accompany a single in- 
vestment giving the same return. 


Phis 


Where the Plan Leads 


The plan presupposes the posses- 

m of whatever collateral would 
be needed, in addition to the bonds 
referred to, to provide security for 
the loan. The income from this 
additional collateral, however, does 
not enter into our calculations. We 
will assume that the investor de- 


A. Plan for Utilizing Surplus 
to the Best Possible Advantage 


By R. F. P. 





- connection with the plan pre- 
sented in this article, readers are 
reminded of the old investment truth, 
“The bigger the return the greater 
the risk.” The writer expressly dis- 
claims any pretense of measuring the 
degree of security offered by such in- 
vestment mediums as he recommends, 
and this should not be overlooked in 
considering the merits of the plan ex- 
actly as presented. 











other 
1,200.00 


Annual savings from 


sources 


Annual funds for investment in 
Building and Loan.... $1,300.00 
This sum invested in monthly payments 

will amount, with interest, in six years 


to $9,881.60 which will almost provide for 
payment of the loan. Without further 
payments, it would mature to $10,000 in a 
very little additional time. 

The Building and Loan investment is 
based on actual figures with compound in- 
terest at 8%. In some associations the 
accumulation would mature to fully $10,- 
000 in six years. The savings from 
sources outside the bond transaction, be- 
ing $1,200.00 per year, will amount in six 
years to a total of $7,200.00 which, de- 
ducted from the accumulated funds, leaves 
a gain of $2,681.60 or an average of 
$446.93 per year. The relative figures 
during the period of six years are shown 
in the accompanying graph. 

As a comparison, if we 
same savings invested in the 
$600.00 every six months with 
compounded semi-annually, it would re 
quire a rate of over 11% to reach the 
figure given above in the same length of 
time. Obviously such a rate involves 

much greater risk than bonds yield- 


assume the 
sum of 
interest 





Anount ba! oe nested 


ing 7% or Building and Loan stock 





(produ in of 2100 


paying 8%. 
Guarding Against Contingencies 
Whether the latter investments 





are sufficiently secure for the in- 
vestor, it is not our purpose to de- 








termine; but if they are, then our 
plan offers a method whereby sav- 
ings, together with the gain on a 





side speculation, can be invested at 
short intervals as the funds may 
become available, and the income 





automatically reinvested and thus 
kept busy. 


In case a Building and Loan 





Association may not permit one 
individual to take out so much 
cumulative stock at one time, the 





stock might be divided among sev- 
eral associations, care being taken 
to select those of good standing. 





Possibly the investor may already 
have one or more blocks of such 
stock which would mature before 





the time specified in our plan. This 
would make no difference, if other 
stock is taken out to replace it 























when it matures; in such case, there 
would be unmatured stock on hand 
at the end of the six years, but the 








sires to save and invest $100 per 
month. Then the following results 
ire obtained on the basis of $10,000: 


\nnual income from bonds 
($10,000 @ 7%) 
Annual interest on 


($10,000 @ 6%) 


$ 700.00 


loan 


Annual net gain on above 
transaction 
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year, 


The Building & Loan investment is based on actual figures 
with compound interest at 8%. In some associations the 
accumulation would mature to fully $10,000 in six years. 
The savings from sources outside the bond transaction, 
being $1,200 per year, will amount in six years to a total 
of $7,200 which, deducted from the accumulated funds, 
leaves a gain of $2,681.60, or an average of $446.93 per 
The relative figures during the period of six years 


are shown in the graph. 


value would be there. 

In case of unforeseen contin- 
gencies, such as the loaner of the 
money wanting full or partial pay- 
ment before the end of the period, 
and there being difficulty in plac- 
ing the loan elsewhere at the time, 
the bonds are available, if neces- 
sary, to fall back upon. Also, if the 

(Please turn to page 1029) 


1015 





Chat — 


By a Looker-On 


Magazine, an article appeared under 

the caption “Half-Truths” of which 
a portion was devoted to the practice of 
claiming peculiar merit for real estate 
bonds solely because they are backed “by 
the most enduring things in the world— 
land.” 

Developing the theme suggested by 
the article in question, the Editor soon 
after received a letter from Mr. H. B. 
Matthews, Vice-President of S. W. Straus 
& Co. which, because of its instructive 
and helpful nature, is reproduced here: 


iE the September Ist issue of The 


Will you allow me to comment briefly on 
the paragraph on Real Estate bonds in Mr. 
Rushmore's article, “Half Truths,”’ in the 
current issue of THE MAGAZINE OF WALI 
STREET ? 

“I think that over-much emphasis is laid 
on the factor of land value, both in the 
quotation and the comment accompanying 
it. As Mr. Rushmore points out, land is 
valuable only when productive and its 
value is in direct proportion to its earning 
power. In order to be made productive, 
land must be improved, and the amount of 
its earnings varies very largely according 
to the nature of the improvement. 

“From a standpoint of productiveness, 
land is merely a site on which one can 
erect a building. The site is the non-pro- 
ductive portion of the investment, the build- 
ing the productive portion. If, therefore, 
most of the value of a piece of improved 
property is in the land, we have a property 
of low earning power, and it is for this 
reason that so much New York City real 
estate produces only three or four per cent 
on the investment. 

“On the contrary, if the major value of 
the property lies in the improvements 
rather than the site, and these improve- 
ments are well suited to the rental demand 
in the neighborhood, we have a property of 
high earning power. Many instances could 
be cited of such properties earning eight 
or ten per cent, or even more, on the in- 
vestment. 

“It is this latter class of properties on 
which we underwrite bond issues. In other 
words, one of the fundamental principles of 
the Straus Plan is to loan only on selected 
properties of assured high earning power 
and avoid those of low earning power. I 
think this point is important in the con- 
sideration of real estate bond issues.” 


The point is undoubtedly important, and 
it is a pleasure to emphasize it by pub- 
lication of Mr. Matthew’s letter. 


ROM another reader, who prefers to 

remain anonymous, the following was 
recently received, relating to a few re- 
marks made here deploring the practice 
of exacting large bonuses from those in 
need of second-mortgage money: 


“In your August 4th issue, under ‘Chat,’ 
you have an item that to charge more than 
6% interest on money loaned is usury. Re- 
ferring to second mortgages, you go on to 
say that, to you, it is extortion when 10% 
or more is charged for a second mortgage. 

“I am more or less familiar with the 
second mortgage field, as it is-in this city. 
I own two small ones, bought at a 10% dis- 
count. My viewpoint is as follows: 

“A builder erects a house. He obtains a 
first mortgage for 50% or 60% of the value, 
let us say $3,000 on a $5,000 home. If he 
gets this at the savings bank he must pay 
a fee or commission of 1%, or $30, and he 
pays 6% interest. The builder may then go 
to an agent and get a second mortgage loan 
for $1,000 or $1,500, paying the agent 10% 
or more for getting the money for him. Or 
the builder may sell the house, getting a 
cash payment of $500 or $1,000, taking a 
second mortgage himself for the remainder. 
This mortgage he may sell at a 10% dis- 
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count (or more); he may keep it, tieing up 
his capital. (By making a larger cash pay- 
ment the buyer can probably get a better 
price on the house.) 

“The builder now uses this money to erect 
another home, and repeats the operation 
again. The small cash payment, with the 
second mortgage payable in monthly instal- 
ments, makes it possible for many people to 
own their own homes who could do so in 
no other way. The builder has turned over 
his money and keeps it working; he has 
enabled some man to own his own home. 
The buyer of the second mortgage, at a 
discount, makes it easier for the home 
owner to buy his house. 

“The builder can afford to pay 10% or 
more for a second mortgage, because he 
can make more than this by building an- 
other home. A good many houses are built 
in this city that would not be built but for 
the second mortgage field. And a great 
many less houses would be owned by the 
people living in them. 

“When I bought the house in which I 
live, it was the second mortgage which en- 
abled me to do it. There is a bank first 
mortgage on my home; the remainder was 
part cash and the rest a second mortgage, 
payable in monthly instalments. The party 
who took the second mortgage as part pay- 
ment sold it soon after at a discount to get 


his money out of the house. I feel wel! 
satisfied with the house and the price | 
paid for it. 

“A first mortage pays 6%. Three thou- 
sand dollars on a $5,000 home leaves an 
equity of $2,000 above the mortgage. With 
a second mortgage of $1,500 there is an 
equity of only $500 over the mortgage. Do 
you think very many would risk their 
money on this second mortgage at 6% with 
an equity of $500 over it when the first 
mortgage has an equity of $2,000 over the 
face amount and pays 6%? There woul 
be a very limited field for second mortgages 
if they were not sold at a discount. There 
are lots of first mortgages that one can get 
with a big equity over and above ther 
The risk is greater in a second mortga 
and this must be made up in the yield 
hence the commission, or bonus, or discour 
This is the same principle that works out 
on the big exchanges where first mortgac- 
bonds of every kind yield less than secon! 
mortgage bonds. Why should it be othe 
wise when real estate is involved? 
Reader. 


True enough, Mr. Reader. Reputal)! 
houses may be fully justified in chargi: 
more for 2nd mortgage money than { 
Ist mortgage money, in view of tl 
greater risk involved. But our original 
reference was aimed only at the disrep 
table sort, whose “bonuses, commissior 
etc.,” exceed all reason, and for who 
practices we can find no excuse. 


-_ 
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Points for Income Builders 


Brief Definitions of Some of the 
Better Known Insurance Forms 


HE Insurance Department of The 
Magazine has, for several years, 
conducted one of the most widely- 
read educational campaigns on the fine 
points of various insurance forms pub- 
lished anywhere. Hence, detailed policy- 
analyses here would savor of repetition. 
3rief definitions of some of the major 
insurance forms, however, may be offered. 


Annuities 


Insurance policies are bought, not only 
for the protection of dependents, or bene- 
ficiaries, or employing corporations, but 
also for the future welfare of the in- 
sured. In other words, insurance may 
serve not only as a Protection for others, 
but also as an Investment for oneself. 

Of the policies purchased primarily for 
investment, a popular form is the An- 
nuity. Such a policy, in the large, con- 
sists of a contract, obtained by a single 
premium payment, under which the in- 
sured (or annuitant) is guaranteed a 
stipulated sum, payable at regular in- 
tervals, during either the remainder of 
his life or during his life for a certain 
period of years. 


Deferred Annuity 


Where the purposes of the annuitant 
can be better served by so doing, a De- 
ferred Annuity is taken out, which pro- 
vides that income payments to him, on 
account of the annuity, shall not begin 
until after the expiration of an agreed 
period. 


Business Insurance 


Business Insurance is nothing more nor 
less than insurance taken out on the life 
of important members of a business or- 


ganization to protect the organizati 
against the contingency of the insured 
demise. As such, it has been increasing! 
popular in recent years, many large firn 
having taken out policies running up int 
the millions on the lives of their chi 
executives. 


Group Insurance 


The greater the number of perso! 
covered by a single policy, the more <( 
versified will be the risk, and the lowe: 
the premium rate. Therefore, as a wel 
fare benefit on behalf of its employees, 
corporation employing large numbers ca 
insure same as a body at a lower premium 
cost than the individual employees could 
enjoy through single policies. Insuranc: 
placed on this plan is known as “Group” 
insurance. 

Employees offered the benefit of grou 
insurance by responsible corporations ma 
well take advantage of an obvious for 
of co-operation. 


Instalment Insurance 


Where an estate, as is so often tle 


case, consists mostly of insurance, at 
where the amount of that insurance 
payable in a lump sum upon the insured 
demise, said estate is obviously jeopardized 
by the temptations and pitfalls surroun 
ing those benefiting from it. 

“Instalment” insurance is insurance dk 
signed to supply just the desired degr 
of protection in this respect. Instead of 
being payable in lump sums, it is, ob- 
viously, payable in instalments. Like a 
trust fund, it is, in a measure, prooi 
against fake-stock swindlers, real estate 
booms and bucket shops. 
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How to Adapt Endowment Insurance 
to Individual Needs 


What Some of the Various En- 
dowment-T ype Policies Provide 


By Fiorence Provost CLARENDON 





“OLD AGE” ENDOWMENT 


“Building up an old age income in this way necessitates but slight sacrifice, as 
illustrated by the approximate premium rates, on the participating plan, under 
which the cost is decreased by annual distribution of dividends.” 

Annual Premium for $5,000 
End't at 65 
$121 
141 
170 
210 


Issued at Age End't at 60 End't at 70 


“When taken out in youth the Old Age Endowment costs only a little more 
than insurance on the Ordinary Life plan under which the face amount of the 
contract is payable to the beneficiary. For example, compare the following rates 
for $1,000 of insurance: 


Ordinary Life End't at 65 
$24.15 
26.48 


28.29 





FHNHE primary value of the Endow- able as an income extending over a defi- 
ment Policy is that it stimulates nite period of years, or, better still, as 
the habit of thrift, and yields a an annuity throughout the remaining 

guaranteed fund at a stated period. In _ life of the insured. Building up an old- 

.ddition to aiding towards compulsory age income in this way necessitates but 

nd systematic saving, the Endowment _ slight self-sacrifice, as illustrated in the 

Policy provides protection for a benefi- accompanying table, by the approximate 

iary in case the insured dies before the premium rates, on the participating 

maturity of the policy. plan, under which the cost is decreased 
by an annual distribution of dividends. 

These premiums are payable up to the 
maturity date—at age 60, 65, or 70 as the 
case may be. 

Under this plan a young man or 
young woman may obtain insurance 
protection for a dependent over a long 
period of years—probably for as long as 
the dependency continues—until the in- 
vestor enters into personal enjoyment of 
the Endowment Fund. When taken out 
in youth the Old Age Endowment costs 
only a little more than insurance on the 
Ordinary Life plan under which the 


The Uses of “Old Age Endowment” 


One of the most interesting variations 
f this plan is that known as the “Old 
\ge Endowment” which provides an ex- 
cellent method of accumulating in ac- 
tive life a fund for maintenance in old 
ge. It is said that less than one man 
n ten shows sufficient self-denial and 
thrift to lay aside a competence to main- 
tain him by the time he is sixty-five. 
‘et a comparatively small sum saved 
towards old age protection in early man- 
hood will afford a modest income in de- 
lining years. 


face amount of the contract is payable to 
the beneficiary. For example, 
$1,000 of 


compare 
the rates for insurance shown 
in the table. 

At age 25 there is but $4 per $1,000 
additional premium for the Old Age En- 
dowment, an amount so small that it 
would not pay the cost of a daily news- 
paper throughout the year; yet this ex- 
tra amount insures payment of the pro- 
ceeds of the policy to the investor when 
he reaches sixty-five years of age, giv- 
ing protection to a beneficiary as well 
up to that time, and dividends are larger 
under the Endowment. According to 
the “American Men Table,” out of 100 
men who are alive at age 25, 62 live to 
attain age 65, which indicates that a 
policyholder under such conditions 
stands a good chance of personally en- 
joying the proceeds of his investment. 


The “Pure Endowment” 


There is also the form designated as 
Pure Endowment, under which the face 
amount of the policy is paid to the in- 
sured on his surviving a fixed period, 
but in event of his death prior to such 
maturity date no payment is made, aside 
from possible dividends. 

Under this form the premium is much 
smaller than on the usual Endowment 
Policy providing protection for a bene- 
ficiary in case the insured does not sur- 
vive to receive the payment of proceeds. 


How “Joint Life Endowment” Operates 


Another interesting variation where- 
by old age protection can be secured 
is through the Joint Life Endowment 
This form is sometimes suited to the 
circumstances of husband and wife, 
when the wife has a separate estate; or 

(Please turn to page 1034) 





Old Age Endowment policies are 
written with maturity dates at age 60, 


65, 70, and even up to age 80. As a man THE “CHILD'S 


ENDOWMENT” 


normally experiences a decrease in vital- 
ity and earning power around age sixty, 
nducing a desire to take life easier at 
that time, an Endowment yielding its 
proceeds at age sixty or sixty-five is a 
pleasant outlook to the investor. If a 
man is temperate and healthy he usually 
enjoys a capacity for good work until he 
is at least sixty-five, and long experience 
has shown that this is the most ap- 
propriate age at which pensions should 
begin, or old age insurance should ma- 
ture. The Endowment may be arranged 
to provide payment in a lump sum at 
maturity, or the proceeds may be pay- 
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“Children’s Endowments may be written to provide for the return of all 
premiums in event of the death of the child before reaching the Endowment age, 
or, if lower premiums are paid, without return of premiums in event of the 
child's death. Illustrative rates for Children's Endowments (participating) are 
given below: 


Annual Premiums to Provide for $1,000 in Event of Survivance of Insured 


r— Payable, Age 18—~, ——Payable, Age 21—~. -——Payable, Age 25-——, 
Without With Return Without With Return Without With Return 
Return of All Pre- Return of All Pre- Return of All Pre- 

of miums in Case of miums in Case of miums in Case 

Premiums of Death Premiums of Death Premiums of Death 


$51.23 $36.79 $40.98 $27.94 $31.42 
60.15 32.66 35.63 
72.01 37.92 40.78 
88.33 44,17 47.15 
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The Prize Contest 


Its Noteworthy Success — Some Conclusions It 
How the Subjects Chosen Compared 


Suggests 


N the August 4th issue, THe Maca- 
] ZINE OF WALL Street announced the 
opening of a new prize contest. 

Readers were given until September 
15th to submit manuscripts “on any sub- 
ject appropriate to these columns” and 
“not over 2,500 words in length.” Beyond 
these simple restrictions, the question of 
what to write and how to write it was 
left entirely to their discretion. 

At this writing, the contest has just 
reached its close; and the staff of editcrs 
is busily engaged selecting the three prize- 
winners. The reading has not yet gone 
far enough to permit of a final dec’sion; 
that will probably be possible by the time 
the next issue appears; but it has gone 
far enough to permit of certain well- 
defined conclusions, and 


Remembering that readers, in prepar- 
ing articles for the contest, selected the 
subjects which they considered most ap- 
propriate to our columns, there is food 
for thought in this finding. It amply dem- 
onstrates that, in their relationship with 
us, the readers are interested primarily in 
improving their financial status. The ma- 
jority of them (so the results indicate) 
do not look upon THE MaGAZzINE OF 
WALL StrREET as a source only of gene- 
ral information, or entertainment or di- 
version. In addition, they look to ‘t for 
practical guidance in the efficient handling 
of surplus funds. 

It will be a source of considerable sat- 
isfaction to the editorial staff (not to 


speak of the publishers who, of course, 


magazine that I have con- 
tinued to subscribe to since is THE 
MAGAZINE OF WALL Street... for I 
found that I could get better news, more 
out of it, and more accurate news in 
THe MacGAzINe oF WALL STREET, to 
suit my purposes, than in any other 
financial publication.” 


The only 


Says another : 

“I am a constant reader of your Mag- 
azine and find it very helpful and in- 
structive in my work.” 


And another : 

“Let me express my appreciation of 
your magazine and its fearless policy 
of stating facts as they are found. It 

fills a place that has 





these, in view of the 
general interest they are i 
thought to contain, may 

be offered here. 


Contest Reveals Wide 
Interest in and Appre- 
ciation of the Science 
of Investing for Profit 


Probably the outstand- 
ing impression conveyed 
by the manuscripts sub- 
mitted is the _ interest 
they reflect in what, for 
lack of a better title, we 
may call the Science of 
Investing for Profit. 
Thus, an analysis of the 
subjects covered in all 
the many articles re- 
ceived reveals that no 
less than 41% are of a 
practical investment na- 
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ture—that is, they are 
studies (whether specific or general) in 
the profitable handling of surplus funds. 
The analysis in full follows: 
Number % of 
of Total 


Manuscripts Manu 
scripts 


Investing for Profit 41.0% 
1) Long Pull 18. 
2) Individual Securities... 13. 
3) Short Swings 


Other Manuscripts 
1) Educational 
2) Inspirational Articles. . 
3) Personal Experiences. . 
4) Economic Surveys 
5) Miscellaneous 5. 
6) Home Building . 4. 
7) Humor 0.9 


It may be emphasized that, in the above 
analysis, the “Educational” and “Personal 
Experience” articles received are grouped 
separately from those on “Investing for 
Profit.” Perhaps they shvuld not be so sepa- 
rated, inasmuch as they relate, however di- 
rectly, to the main theme. Were we to in- 
clude them in the “Investing for Profit” 
group, we would find the group’s percentage, 
based on the number of manuscripté feceived, 
swelled from 41% to nearly 285%, 


designed the Magazine’s policy in the first 
place) to receive this finding. For, in it 
they will have the confirmation of the 
view they have maintained from the be- 
ginning, i.e, that THe MAGAZINE OF 
WaLt Srreer is, first and foremost, a 
service magazine—a publication intended 
to assist its readers in the accomplish- 
ment of practical, specific ends. That is 
the policy to which we have sought to ad- 
here; and the results of the Prize Con- 
test have the effect of putting the stamp 
of our readers’ approval upon it. 
Readers Express Confidence in the 
Magazine’s Activities 


Another outstanding impression con- 
veyed by the manuscripts received is the 
confidence readers repose in the material 
presented in these colunms. One writer 
says: 

“In 1916, having saved up a few 
thousand dollars, I decided to try to 
make a fortune in Wall Street. With 
this in view, I subscribed to various 
financial newspapers and _ periodicals. 


a/* Fedit ors 
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long been needed in 
the financial world, I 
believe.” 


Such expressions of 
confidence as these, we 
are proud to say, are not 
confined to prize-contest 
manuscripts alone. As 
the number of men and 
women reading the Mag- 
azine has crept steadily 
forward, the number of 
those who deem it 
worthy of trust has like- 
wise increased. Never- 
theless, each new evi- 
dence of reader-confi- 
dence is a new source 
of gratification and in 
spiration to the members 
i of the editorial staff 
who can have no bigger 
purpose than to prove 
worthy of it, 





Many Women Submit Manuscripts in 
the Contest 

An extremely interesting sidelight of the 
Prize Contest manuscripts is the number 
written by women. Very nearly one-third 
come under this classification, while three 
entire mansucripts are devoted to dis- 
cussing “The Woman’s Place in Finance.” 
Bear these facts in mind, together with 
the fact that the manuscript adjudged the 
prize winner in the last previous contest 
was written by a woman, and you have 
a rather striking indication of the grow 
ing part played by the ladies of our house 
holds in investment matters. 

From many points of view, no moré 
desirable development could occur. Women 
outlive men; more estates are settled upon 
women than upon men; what the woman 
of the race is capable of teaching, the 
youth of the race is most likely to learn 
Given, then, a tendency on woman’s part 
to take a more active interest in affairs 
financial, atid you improve the prospects 
for a more general capacity for enter- 
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prise and sound judgment in the invest- 
ment field. 

It is a satisfaction to think that some 
part of the greater interest women are 
taking in finance may be due to the frank 
encouragement offered in these columns. 

li the right number of women can be 
impressed with the importance of a 
knowledge of finance in every-day life, 
then the still unaccomplished purpose of 
impressing our school boards and college 
trustees with the same truth will be an 

sy step beyond. 


Contest Reflects Great Diversity of 
Interest 
he contest produced, in all, a total 
one hundred and nineteen individual 
uscripts. Editors who have had ex- 
perience in similar will appre- 
the excellence of this response, espe- 
cially in view of the rather special nature 
our field. 
ecause of this large number of, con- 
tesiants, it was only natural to expect 
that there would be a wide diversity of 
individual topics; but the diversity of 
which our readers actually proved them- 
lves capable was far greater than any- 
g¢ that could have been hoped for. 
\nder Economic Surveys we find an 
article written on “The Inter-Control of 
Railroads” and another on “Russian 
Finances Under the Bolshevik Régime.” 
Under Investing for the Short Pull we 
fin! every phase of the difficult art cov- 
ered, from Averaging to Forecasting, 
from Short-Selling to Operating a Mar- 
ginal Account. Inspirational Articles re- 
flect a general interest in conquering the 
obstacles to thrift; but the Educational 
Articles cover all imaginable subjects, 
from the use of “innocent” females as 


contests 


dupes in financial swindles to a technical 
analysis of a balance sheet. A number 
of readers evince unusual ability in the 
analysis of individual securities, attested 
by no less than twelve individual-security 
analyses. 


Editors Appreciate Cooperation 
Extended by Readers 


When this prize contest was first an 
nounced, the editors took occasion to ex- 
plain their reasons for holding it. Among 
other things, they made it clear that their 
purposes included the desire to (1) learn 
what topics the readers were most inter- 
ested in, (2) give the readers an oppor- 
tunity to express their own views on im- 
portant topics, and (3) uncover such 
talent in financial writing as our readers’ 
ranks were known to contain. 

For satisfactory results in these re- 
spects, it was imperative that readers give 
a whole-hearted response. It is, there- 
fore, distinctly gratifying to record how 
whole-hearted the response actually was. 
From all points of the compass, from 
nearly all walks of life, readers of THE 
MAGAZINE OF WALL STREET participated 
in the contest with a zest and enthusiasm 
that guaranteed a success considerably in 
excess of our fondest hopes. 

The editors wish to go on record as 
heartily appreciating the cooperation re- 
ceived. As their spokesman in this par- 
ticular time and place, the writer may be 
permitted to extend for them a vote of 
very sincere thanks here. 

If possible, the prise winners will be 
announced in the next issue. Thereafter, 
all those who submitted manuscripts will 
hear directly from the editorial depart- 
ment, 





How to Make Money in Real Estate 


A Plan for Building 
Up a $26,900 Estate 


Duluth, Minn. 
Home Building Department 
Tut MAGAZINE OF WALL STREET. 


Sir: An article in your previous tissue 
lorsed home-buying as an ‘investment. 
Have you published anything in the way 
of a definite plan in. this connection? If 
what procedure would you advise for 
one thinking of placing a portion of his 
capital in a home-owning enterprise ?— 
LW. B 


Yes, we have published many articles 
on home-owning as an investment, some 
of which contained definite plans. 

But the plan we are inclined to favor 
most was the one described in our April 
28th and May 12th issues—a plan based 
on the 2-Family House. 

This plan, briefly, was as follows: As- 
suming the intention to be the erection of 
an $11,000 dwelling (2-family) on a 
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$1,200 lot. 


ing charges: 


Assume the following carry- 


Annually 
Taxes $250 
Insurance . = 
a 
Upkeep .... is oe 


For 
For 
lor 
For 
Total. . $370 

Assume the availability of $5,200 for 
cash deposit, and also assume an earning 
power for the property (from rentals at 
$65 per month for each side of the house) 
of $1,560 yearly. 

The plan provides for the following: 
Let the project, in respect of time, be di- 
vided into two separate cycles. In the 
first cycle, let the $5,200 cash be applied 
to the property as a cash deposit, the re- 
maining $7,000 being placed on B. & L. 
mortgage. By the beginning of the 2nd 
cycle, of course, the $7,000 mortgage 
would have been paid off. Let the owner 


then effect a new B. & L. mortgage, this 
time for $5,200, thus starting the second 
cycle. 

During the first cycle (11% years) the 
property would show the following: 


ANNUAL CHARGES: 
B. & L. Mortgage ($7,000) 


6% on Balance ($5,200). 
Carrying Charges 


Total 


ANNUAL INCOME: 
Rental (@ $65)...... 
NET ANNUAL INCOME $38 
Assuming that this net of $38 yearly is 

credited to the home-owning enterprise, 

the total net profit for the first cycle 
would be $437. 

During the second cycle, the property 
would show the following 


ANNUAL CHARGES: 


Net B. & L. Mortgage ($5,200) 
Taxes, Ins., etc vies 


$624 
370 
Total. 


ANNUAL INCOME: 
Rental (@ $65)... . $1,560 


$994 


NET ANNUAL INCOME.. $556 

This income of $566 a year, for the 
period of the 2nd cycle (also 11% years) 
would total $6,509. (The big jump in net 
return during the second cycle would be 
due to the refunding of the original cash 
deposit, which would therefore have be- 
come available for investment elsewhere 
and the interest charge formerly assessed 
against it become extinct.) 

Under this plan, as outlined, the total 
net income from rentals during the two 
cycles would be $437 plus $6,509, or $6,946. 
Interest return on the original cash de- 
posit ($5,200), which would be available 
for investment elsewhere during the 2nd 
cycle, at 6% simple interest, would bring 
in a total of $588, swelling the income 
from the property to $10,534. At the end 
of the 2nd cycle the property should be 
worth, certainly what it originally cost 
($11,200). Also, the original cash deposit 
of $5,200 would still be intact. Therefore, 
from the original cash investment of 
$5,200, our homebuilder would have cre- 
ated property which, in respect of cash, 
accrued income and market value, would 
be worth a total of $26,900. 

How good a return is this? 
turn to the tables: In order to build 
$5,200 (our original investment) up to 
$26,900 in 23 years, the investor must 
regularly invest and re-invest the said 
sum, principal and interest, at 7.37% an- 
nually. In other words, he must get a 
better return on all his money, and on all 
the money that money makes, than most 
investors find possible. 

Of course, the plan has its disad- 
vantages. There’s a good deal more work 
and tedium attached to a home-owning 
investment than to a security investment. 

But what that’s worth wh'le can be 
had for the asking? 


Let us 


wn10 





Desirable Public Utility Investments 


Classes of Public Utility Issues That Are Favored 
by the Present Outlook—Comparison of Yield 
Levels with Similar Issues in Other Industries 


T a time when the industrial out- 
look is as uncertain as at present, 
the trained investor is apt to con- 

sider with more than usual attention the 
possibilties offered by public utility securi- 
ties. Being not merely essential, but ser- 
vices of every-day consumption, the busi- 
ness of the public utilities is but slightly 
affected by changes in the activity of gen- 
eral business. 

What those changes do affect is the 
utilities’ cost of doing business, and in 
periods of depression, as these costs de- 
cline, in many cases the profits of the 
utilities companies advance. Beyond a 
certain point, of course, a tendency sets 
in for the rates of the utility companies 
(that is, the prices which they them- 
selves charge for their services) to de- 
cline, as well as the prices of the com- 
modities which the utilities buy. 


By GREGORY MARSTON 


are of vital importance for electrical 
power and lighting companies, have de- 
clined sharply. 

While the situation is thus favorable 
to practically all classes of public util- 
ities, it seems that gas and power gen- 
erating companies will perhaps be the 
most favorably affected. The former 
have benefited by moderate reductions 
in coal, but more particularly by sharp 
price cuts in gas oil, and may in the near 
future benefit by lower prices for piping. 
Electrical companies will be able to 
carry through large expansion and con- 
struction programs at less cost than 
seemed likely five months ago, and some 
plans which may have been postponed 
at that time are now more likely to be 
put through. 

For the time being, financing costs, 


with the conservative investor, 
though the allegiance of the latter wa 
somewhat shaken during the boom 
period which was so disastrous to the 
utilities as a class, he reentered the ma 
ket as a purchaser as soon as depressi 
set in and the utilities began to pick up 
again 

Institutional Investors 


In addition, public utilities as well as 
railroads are peculiarly favored by i 
surance companies, trust funds, savings 
banks and others who make up the class 
of “institutional investors,” because a: 
unusually large proportion of this kin 
of securities satisfies the legal requir 
ments of the various types of investor 

An unusually low level of yields has 
therefore (pardon the paradox) be 
quite usual among public util 
ity investments. In the present 





Such rate reductions, however, 
never come until the downward 
movement of costs has had 
several months of free play, 
during which earnings are apt 
to show an upward tendency, 
and even when they do come, 
are prohibited by law from 
being of such a nature as to 
prevent the utilities from earn- 
ing a “reasonable” return on 
a “fair” valuation. 

What the utilities fear more 
than this is the opposite move- 





Company 
Am. Tel. & Tel. Co....Common Stock 
Cons. Gas Co. of N. Y..Common Stock 
Detroit Edison Co 
Am, W. Wks. & El. Co. Collateral Tr. 


Columbia Gas & El. Co.. 


Utah Pr. & Lt. Co..... Ist Ln. & Gen. 


Spee _ 


ATTRACTIVE PUBLIC UTILITY 
INVESTMENTS 
Coupon or 
Dividend Recent 
Rate Price 
$9.00 124 
5.00 61 
8.00 103 
5.00 84 


Kind of 
Issue 


Common Stock 


Bonds, 1934 


First Mort- 
gage, 1927 


5.00 9614 


6.00 89 


Mtge., 1944 


market, however, public utility 
securities, following the neces- 
sities of the investment situa- 
tion, have been brought down 
to prices where their yields are 
quite attractive, compared t 
what investors have been a 
customed to expect of them in 
the past. 

As a practical matter, how 
ever, the question for the in 
vestor is whether their yields 
are attractive when compared 
with investments in other in- 








ment, when business activity 
and prices go up. At such 
periods, their volume of sales remains 
practically unaffected, but their costs go 
up sharply, and there is usually a lag of 
months or years before their rates are 
readjusted to allow them to continue at 
a normal profit. 

At the present time, it is hard to pre- 
dict which of these two possibilities is 
the more likely. We can note this much, 
however, that the recent trend has been 
entirely favorable to the utilities, and 
that if it is continued they will have an 
enormously prosperous period ahead of 
them. 

Coal and coke have been going down, 
wages in many lines are either going 
down or, at the very least, showing no 
strong upward tendency; copper, iron 
and other materials used in large quan- 
tities by utility companies have been go- 
ing down, and construction costs, which 
nan 


which are an important factor in esti- 
mating the total costs of any public 
utility expansion, have been showing an 
upward tendency, but money rates are 
expected to decline as soon as business 
turns definitely downward, and in the 
meantime the savings which are already 
in sight on many other items of cost 
will be influential in determining public 
utilities’ earnings in a favorable direc- 
tion. 

From the investor’s point of view, 
then, the public utilities would seem to 
offer an ideal investment medium at the 
present time. When it comes to select- 
ing actual investments, however, he is 
apt to find difficulty in choosing securi- 
ties whose merits have not already been 
sufficiently discounted in the market. 

Public utility securities have in the 
past enjoyed a considerable popularity 


dustries at the present time 
From this point of view, it must be ad- 
mitted, the public utilities do not show 
up so well as a number of other industries. 
Take, for example, People’s Gas Light 
& Coke common, paying $6 a share and 
selling at 91, as against Studebaker com 
mon, paying $10 and selling around 10! 
Irrespective of one’s theories about the 
relative stability of the public utilities 
versus the automobile industry, the rec 
ord shows that in the past ten years 
People’s Gas has earned an average of 
$4.66 a year per share and earned less 
than a dollar a share in four of these 
years. Studebaker, on the other hand, 
has earned in the past ten years an 
average of $15.99 a share, and since 
1913, in no year have its earnings fallen 
below $7.75 a share. 
Yet People’s Gas is selling to yield 
6.6%, while Studebaker yields nearly 
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This is merely one of a number 


such discrepancies, which illustrates 


a number of public utility securities 
been maintained at prices far out 
1e with those of equally good or 
r stocks in other lines of industry. 
also illustrates how well these 
ks have held during the recent and 
ious periods of depression in the 
k market. American Telephone & 
graph, which is a standard invest- 
t stock, has scarcely moved three 
ts one the other all 


way or year. 


s being the case, such securities offer 


ry fine kind of diversification when 
bined with other securities, such as 


se of steel companies, for instance, 


h are apt to fluctuate sharply with 
ges in industrial activity and price 
ds 

n investor holding both American 
& Tel. and U. S. Steel common as- 
ing that he had picked up both 
ks at the high of the 1920 boom 
ld have shown the following at the 


est point in the following year: 


Low, 1921 


9534 


High, 1920 
10034 
100 704 


rel. & Tel 


Steel 


other words, his commitment in th« 


lic utility stock would have shown a 


of 5 points, while his Steel would 


showing him a loss of nearly 40 


nts. Now suppose that he took on a 


line of both stocks, at the lowest 


nt reached in 1921, and held until he 


; 


} 
pr 


es, or little 


the highest prices in 1922 and in 


respectively. He would make the 


llowing showing: 


High 
1922 
128% 

111% 


Low 
1921 
954% 
70% 


Se @ Teves 


eee 


nu such purchases he would have had 
ofit of 30 points on the American 
& Tel., and of nearly 40 points on 
Steel, at the peak of this year’s 
than would have 
1 obtained in each case at the peak 
ist year’s prices. 


less 


Nor, in making this comparison, has 


most favorable example possible 


n taken of the public utility stocks. 


ad 


8 


Consolidated Gas of New York 
chosen, it would have shown the 


llowing possibilities: 


High, 122 
145% 


Low, 1921 High, 192:5 
Ti“ *1Lt4 


juivalent value of old stock 


re the decline in 
was sharper, and the 
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1922 and thereafter sharper, 
American Tel. & Tel. 
illustrations make it 
investment pur- 


recovery in 
than in the case of 

The foregoing 
abundantly clear that 
chases of public utility stocks have at 
least as much opportunity of showing a 
profit as those of the so-called more 
“speculative” stocks. 

This being the case, for the investor 
it is merely a matter of going through 
the list and selecting those stocks which 
at present appear to be in the strongest 
position While like People’s 
Gas mentioned above, appear to have 
stayed long around their high 
points, several others still appear to be 
in good buying position. Beside the 
three on our list might be added Brook- 
lyn Edison, New York Telephone pre- 
ferred, and other exemplars of very 
high investment value which have not 


some, 


too 


nevertheless been overrated 


Public Utility Bonds 


When it comes to public utility bonds, 
however, selections are more difficult 
for a number of the first 
place, as mentioned above, these bonds 
have for a long time sold at peculiarly 
high levels because of the institutional 
demand, which distorts the market po 
While in- 


c heap, 


reasons. In 


sition of bonds of this type 
bonds 
bonds are 


buy when are 
sell when 
very limited 
by their regu 


stitutions 
they 
except to a 
they are confined strictly 
lations to a restricted number of 
No matter how attractive the medium ort 
speculative 


dear, 


do not 


extent, and 


issues 


low-grade 
groups of 
might be, 
Stance, at 


time as 


be yds 
for in- 
the same 
high-grade 
high 
the 
not 


bonds were too 
to be attractive, 
institution could 
switch out of one and 
into the other. 
Bargains in pub- 
lic utility bonds, 
therefore, have to 
be sought among 
the .medium-grade 
and speculative is- 
sues, and 
among 
high - 
grade 


bonds which are fairly new to the mar- 
ket, or whose merit has been ignored 
for some reason or other. 

The Utah Power 6s, for instance, 
floated in this market last fall, close to 
par. Because of their newness to this 
market and the 
market factors 
they have declined about 10 points, al- 
though the net income of the company 
for the past twelve months exceeds that 
of the preceding period by over 34% 

Another case where the relatively low 
price and consequently satistactory yield 
appears to be due to more market neg- 
lect is that of the American Water 
Works & Electric 5s, which are the only 
bond issue of the holding company out- 


were 


general unfavorable 


for long term bonds, 


standing, and are secured by the deposit 
of stocks and bonds of subsidiary com- 
panies, thus representing the underlying 
values of the controlled properties 

The water peculiarly 
attractive type of public utility the 
as there is no question here at 


business is a 
lor 
investor, 
all of fluctuations in volum« 
due to changes in business of prosperity, 
and very little change in operating ex 
Current are very 


of busine ss 


penses expenses 


costs consist largely ot 


and 
but slight depreciation of reser 
which are dura 


slight, 
steady 
voirs, mains, etc very 
ble, and of amortization of costs of con 
struction and financing, all of which are 
and do not 


vels or 


predictable in advance 


change according to price k any 
other business factor 


As the 


heen 


alone has 
average, for 
$10.52 a 


holding 
able to 


company 
show an 
ars, oft < 
rst preferred, 
$7.58 a 
evident that 
secured 


seven ye 
the f 

figure being 
1921, it ts 
quite 
as to They offer an ex- 
cellent bond for 
those who prefer a maturity about 
ll years off. 

The Columbia 
bonds the 
vield of any security in our 
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the past 
Are earned on 
the lowe. t 
share mn 
these bonds are well 
eCarn'ngs, 
medium-length 


Electric 


Gas & 


show smallest 


furn 


‘fa time when the industrial outlook is as uncertain as at present, the trained investor is apt to consider with more than usual 
attention the possthilities offercd by public utility securities.” 
Easton plant of the Mctropolttan Edison power system 








Ray Consolidated Copper Co. 





Outlook for a Smaller Porphyry 


Producer 


Can Ray Return to a Dividend Basis on 14-Cent Cop- 
per?—Unpromising Features of the Copper Situation 


N the first quar- 

I ter of the cur- 

rent year Ray 

Consolidated earned 

31 cents a share; in 

the second quarter, 

36 cents. In the first quarter, it ob- 

tained 15.48 cents a pound for its copper, 

in the second quarter, 15.41 cents. Now 

that the price is somewhat under 13% 

cents a pound, delivered, what are Ray’s 

chances of earning enough this year to 

warrant its declaring dividends at the 

rate of $1 a share, at least, which would 

justify its selling at 10% while Kenne- 

cott, say, which pays $3 a share, is sell- 
ing around 33? 

That copper prices will advance mate- 
rially above present levels does not seem 
very likely, at present. It is true that 
consumption has been running 50 or 
70% above pre-war levels, while produc- 
tion has been little in excess of 1914, but 
the domestic situation does not count 
for everything in copper. 


Export Situation 


Before the war, about 40% of the cop- 
per produced in this country was ex- 
ported. This year, for the first seven 
months, on the average, we have ex- 
ported about 15% less than we used to 
before the war and imported about 50% 
more. Taking net exports (ore exports 
of copper minus imports), we are sell- 
ing, net, to foreign countries less than 
half as much as we did in 1913. In May 
of this year we actually imported 20 mil- 
lion pounds of copper more than we ex- 
ported. 

Nor is this situation likely to be rem- 
edied quickly. The increasing exports 
of copper come from the rich fields of 
Chile and Katanga, in Africa, whose 
production is increasing all the time, 
and which have a very low cost of pro- 
duction per pound because of low labor 
costs and rich ores. If we try to keep 
this copper out, we shall put a good 
part of this country’s refining capacity, 
now working on copper of foreign ori- 
gin, out of business, let alone the dam- 
age to American companies which con- 
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trol foreign deposits, such as Anaconda, 
Greene-Cananea, etc. 

Coming back to the domestic situa- 
tion, we find little possibility of in- 
creased consumption, now that the off 
season has come in building construc- 
tion, automobile production, and other 
large customers of the copper industry. 
Germany may come back as a big con- 
sumer in the event of a settlement of 
the Ruhr question, but copper will have 
to meet the competition of about 88 mil- 
lion pounds of aluminum more than pre- 
war which Germany is now producing. 
On the other hand, production is not 
likely to fall very much, as most pro- 
ducers have learned the damage done 
to mining organization by prolonged 
lay-offs during the attempts made to re- 
duce output in 1921 and 1922. In addi- 
tion, the copper surplus has been in- 
creasing again for a number of wecks, 
and may become a pressing problem to 
the industry again. 


Outlook for Lower Costs 


Ray therefore seems to have little 
hope of relief from rising copper prices. 
When it comes to reducing operating 
costs, however, it does not seem that 
much can be done in this direction. A 
larger output, which would tend to di- 
lute costs per pound, is not feasible at 
the present time; wage reductions do 
not seem to be in sight, and the only 
saving visible is in expenditures for fuel. 

Now assuming that Ray’s production 
costs are still where they were in the 


second quarter of this year, around 
11.90, and selling price is around 13.70 
with possibly an average of 14.50 for tix 
third quarter, it is clear that the margir 
of profit will be around 2.60 per pound 
Should the same results be shown for 
last quarter, the average profit per 
pound would be about 3 cents, which, in 
comparison with 1919, the last full year 
in which the profit margin averaged 3 
cents a pound, indicates something over 
$1 a share, although production will 
probably be somewhat higher this year 
than it was in 1919. 

A similar result is indicated by t 
earnings figures for the first two qu: 
ters, which show 67 cents a share earne« 
in the first half-year. As the second 
half will probably not be quite so profit 
able, an estimate of around $1 a shar 
for the year would seem quite probab! 
Depreciation, according to the results ot 
recent years, should account for a 25 or 
30-cent deduction from these figures. 

While it would be perfectly in a 
cordance with good mining finance for 
the company to pay out a dollar a share 
in earnings, if it earned that much du 
ing the year, it is a question whether it 
can afford to do so. At the close of last 
year the company had 5.5 millions o! 
current assets to 1.1 of current liabil 
ties, but among the assets were 1.7 mil 
lions in cash and 2.4 millions in inve: 
tory. The cash item was about normal, 
but the inventories were a half to 4 
third of those of recent years. It 's 

(Please turn to page 1062) 
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Texas Gulf Sulphur Co. 





Why the 11% Yield on Texas Gulf 
Sulphur’s Stock? 


Company’s Trade Position Dominating — World 
Agreement Improves Outlook—Factors to Consider 


S the largest producer, both actually 
and potentially, and also as _ the 
lowest-cost producer of a product 
having more diversified uses probably than 
iny other single commodity, Texas Gulf 
Sulphur may be said to occupy an en- 
viable trade position. It happens also to 
be in a good financial position, and to have 
leveloped, in the compartively short span 

f its career to date, an earning power 
very considerably in excess of that of the 
mly other publicly-owned sulphur com- 
pany (the Freeport Texas). 

The present Texas Gulf organization 
was formed only five years ago. In that 
time, it has built up a manufacturing sys- 
tem which boasts of greatly improved 
methods in the mining of crude sulphur. 
The calibre of its selling organization is 
instanced by figures (shown in the at- 
tached table) where Texas Gulf’s sales in 
1920, 1921 and 1922 averaged close to 90% 
more than those of the Freeport Texas 
Co. Its earning power is instanced by 
its average net income, 1920-1922 inclu- 
sive, of better than $3,000,000 annually, or 
about ten times the average net income 
of the other company. 


By JAMES W. MAXWELL 





A STUDY IN CONTRASTS 


HOW THE RECORDS OF TEXAS GULF AND, 
THE FREEPORT TEXAS CO. COMPARE 
1920 1921 1922 
WORKING CAPITAL— 
Tcxas Gulf.. $5,651,000 $7,201,000 $8.339,550 
Freeport Texas 3,391,000 2,981,000 3,846,009 
GROSS SALES: 
Texas Gulf $8,154,000 $5,882,000 $9,075,000 
Freeport Texas 4,656,711 3,293,256 5,039,798 
NET INCOME— 
Texas Gulf $3,327,000 $1,949,000 $3,853,000 
Freeport Tcxas 1,443,213 370,735 291,000 
DIVIDENDS PAID— 
Texas Gulf $635,000 $3,175,000 
Freeport Texas . : 
SURPLUS FOR YEAR— 
Texas Gulf $3,327,031 $1,314,375 $678,163 
Freeport Texas ' *38,982 *393,902 253,497 


* Deficit. 











Secondly, there is the comparatively at $1 per pound. Today, the price of the 
low selling price, existing today, both for raw material at the Atlantic Seaboard is 
sulphur and its chief compound—sul- about $18 per ton, while sulphuric acid, 
phuric acid. Back in 1909, domestic ship at a recent date, was quoted in the neigh- 
ments of sulphur fetched a price of about borhood of 78. In other words, at a 
$18.52 per ton, while sulphuric acid ranged time when the general price level is a 

good 50% above that of pre-war 





Market Does Not Share 


times, and when a similar con- 





Enthusiasm 


MILLIONS 


dition exists in respect of most 


Despite the impressive facts OF TONS ; . , : acids and chemicals, we have the 


noted above, which would seem 
to establish the Texas Gulf Co. 
as in an unusually enviable stra- 
tegic position, its capital stock 
(par $10) consisting of only 73,- 
500 shares, and constituting its 
capitalization, sells on the Ex- 
change at a price to yield almost 
i1% on the investment at the 
present dividend rate ($6) and the 
recent market price ($56). Ap- 
parently, the stock market does 
not entertain as great enthusiasm 
over the company’s position as its 
trade record would seem to war- 
rant. 

The explanation of the high- 
yield basis upon which Texas 
Gulf Sulphur stock is selling may 
be divided into four parts. First, 
there is the amazing increase in 
American sulphur production in 
recent years to consider—an in- 
crease which has brought the do- 50 


1.5 








spectacle of sulphur and sul- 
phuric acid selling materially be- 
low pre-war. 


US: SULPHUR 


rhirdly and fourthly there are 
the irregular results, in respect of 
earnings per share, written in the 
record of the Texas Gulf Sulphur 
Co., and, in its present form at 
least, its comparative youth. In 
1919, the earnings per share were 
$1.52 In 1920, they soared to 
$5.24. In 1921, they were back 
0710 11 12°19 4 1 1% I 8 19 20 ‘21 22 down to $3.07 pet share, while 
Iast year they exceeded $6 per 
ic Acid’'s Pri Genera] Price Level share. No longer period can be 
— used in describing the company’s 

record, its organization, in the 


ommodit 
wre. present form, having been effected 


= only tive year wo 
a*at > 
2 


1913 = 100 Will Texas Gulf “Grow Up”? 


Acid. Pre The question of whether or not 


; : : Texas Gulf will grow up, from 
. 2 . 
4“ seuss © 2] a stock market point of view, to 














mestic output of the mineral up 


from 274,000 tons in 1909 to as “There is the amazing increase in American sulphur pro 
much as 1,879,150 tons in 1921, duction 


a position more nearly comparable 


in recent years to consider—an increase from with that of other industrial 


and which saw only the shade of 274,000 tons in 1909 to 1,899,150 tons in 1921 and onl) leaders is of course debatable; 


a decline in the year 1922. 
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slightly less in 1922.” (Please turn to page 1049) 
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$37,000 Profit on anInvestment of $2,800 


How a Suggestion in The Magazine of Wall Street 
Helped One Subscriber to Financial Independence 








heard of the company. Since then my 100 shares have grown 
to 626, and I see the new stock quoted around 60 on the New 
York Curb. My trouble now is in my mind as I have dizzy 
spells. I want to know if this increase in stock and price ts jus- 
tified, and are the sales on the Curb bona fide? Am I dream- 
ing or is the sun really shining? I want full and competent 
advice on my problem.—E. C. F., Boston, Mass. 


ERE is a subscriber in trouble, not because a stock has 

gone down, but because it has gone up. Back in 1919, 
I saw an item in your paper saying that from your investiga- 
tion you found there was more value in the common stock of 
McCrory Stores than there was in Woolworth; that it was a 
small but well-managed and growing company. Entirely owing 
to this item, I bought 100 shares at 28, although I had never 


basis of the present amount of common stock out 


earnings of the company have been as follows: 


On the 
standing, 


Mccrory STORES CORPORATION is one of the four 

largest five and ten-cent store companies in the United 
States. The business has steadily grown until today it is oper- 
ating a total of 165 stores, nearly all distributed through states 
east of the Mississippi River. In 1918, the company was operat- 
ing 147 stores and showed net profits of $347,213. In 1922, it 
operated 161 stores and showed net profits of $1,185,069. Be- 
fore the close of the present year it is estimated the company 
will have 172 stores in operation, and net profits for this year 
are estimated at $1,500,000. This is a remarkable growth in 
a few years time, and there is apparently no reason why the 
company should not continue to open new stores and net profits 
continue to increase. The management has shown itself to be 
highly efficient. 

This year the company increased its outstanding preferred 
stocks from $951,400 to $3,000,000 in order to provide itself 
with additional working capital. It also increased its outstand- 
ing common stock to 313,188 shares by giving stockholders four pull investment in stocks that have a good chance of appreciat- 
shares of new stock for each share of old stock held. The ing in value. You may not get another McCrory Stores, but 
financial condition as of December 31st, 1922, after giving effect there are always good opportunities to be found in stocks, and 
to the sale of preferred stock, shows current assets totalling we trust that THe Macazine or WALL Street will give you 
$6.2 million as against current liabilities of $2.2 million. other suggestions that will work out profitably. 


1923 
1922 
1921 
1920 
1919 
1918 


share 


Earning power of $4 a share on a stock selling around 64 is 
not very h’gh, and at this price the stock would appear to have 
already discounted a substantial increase in earning power. 
While we believe that the company has a very bright future 
we consider it advisable at these prices to accept the major 
portion of your profits. Invest 75% of the proceeds in good 
bonds or preferred stocks and use the remaining 25% for long- 


in 
> 





CONTINENTAL MOTORS bilities as Continental Motors. Mother through assessment of common and pre- 


Long-Pull Possibilities 


I am carrying 300 shares of Continental 
Motors stock and am about worn out waiting 
for dividends. The stock stands me around 
$11 a share, and I hate to take the lurge loss 
it shows me now. However, if I can switch 
into something that pays dividends and has a 
good chance of going up I am inclined to do 
&. Have you any suggestions?—A. H., Rock- 
ville, Md. 


We believe that Continental Motors 
stock has fairly attractive speculative pos- 
sibilities at these levels. The reason no 
dividend has as yet been paid is due to 
the fact that the company has recently 
been perfecting a new engine, particularly 
for use in Durant Star car. As far as 
volume of business is concerned, the com- 
pany has been doing very well, breaking 
all previous records. If you are willing 
to wait a while longer for dividends, we 
believe the stock will ultimately work out 
satisfactorily for you. However, there 
are some low-priced  dividend-paying 
stocks that have just as attractive possi- 
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Lode, paying $1, is one that we think well 
of, also Fifth Avenue Bus, paying 64c. 
per share per annum and selling around 8. 


AMER. WRITING PAPER PFD. 
Capital Readjustment Expected 


I am considering the purchase of American 
Writing Paper preferred stock. In view of 
this company’s standing in its trade it seems 
to me that the preferred stock should have 
possibilities at 8.—0O. W. S., Troy, N. Y. 

American Writing Paper Co.’s balance 
sheet as of April 30, 1923, shows work- 
ing capital of $3,500,000, but as inventory 
was over $4,200,000, the company was 
obliged to borrow from the bank to the 
extent of $1,500,000. This company in the 
past appears to have suffered greatly 
through inefficient management and re- 
cently new officers were put in charge of 
the company. It is expected that the capi- 
talization will be readjusted in the near 


future and new money raised, probably 


ferred stockholders. Under these circum- 
stances, the preferred stock at present 
levels must be regarded as decidedly spec- 
ulative, but we should say it has possi- 
bilities, for this company does a very 
large percentage of the writing-paper bus- 
iness in the United States, and, with new 
money and more efficient management, it 
has a good chance of making a better 
showing in the future than it did in the 
past. At present low levels, the preferred 
stock, therefore, might prove a profitable 
venture, but the degree of risk is consid- 
erable. 


FAMOUS PLAYERS 
Earning Its Dividend 


Do you believe that Famous Players will be 
able to continue the 8% dividend on the 
common stock?—K. G., Springfield, Mass. 

Famous Players recently announced the 
declaration of a quarterly dividend of $2 
a share on the common stock. Earnings 
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the first six months were equal 
to over $6 a share on the common 
stock which is a good showing, as 
this company generally shows larger 
earnings for the last six months of the 

Under the circumstances, we con- 
ler the present dividend rate to be 
secure. 


aveveeeesenecses | 


ye 


fairly 


BOOTH FISHERIES 
Still Has Large Bank Loans 


few years ago I placed some of my funds 
he bonds, preferred and common stock of 
th Fisheries Co. Has there been any im- 
ement in the situation as regards this 
niny and would you advise me to sit tight 


“SERVICE+ SECTION: 


or switch part of any of these securities int 
something else that may do better?—G. P. L., 
Chicago, JU. 

3ooth Fisheries Co. for the four 
months ended April 28, 1923, showed net 
income of $86,000 after interest and de- 
preciation. This compares with a deficit 
of $977,000 in the year 1922 and a deficit 
$2.2 million in the year 1921. It ap- 
pears from these figures that Booth Fish- 
eries, after having gone through a very 

(Please turn to page 1032) 


of 





Inquiries on Public Utilities 


INTERBOROUGH RAPID 
TRANSIT 


Outlook for Common 


friend, whose opinion I value highly, 


adviscd me to purchase some Interbor- 
Rapid Transit common stock sclling at 
He says in a few years I will double my 
y. What do you think of the stocks ?— 
T., Brooklyn, N. Y. 


Interborough Rapid Transit stock is a 
highly speculative issue, but it is not with- 
out prospects of showing appreciation in 
value if held for the long pull. For the 

ur ended June 30, 1923, Interborough 
showed earnings sufficient to cover all 
fixed charges and sinking fund, and leave 
a balance nearly equal to 3% on Manhat- 
tan Railway stock, this compares with a 
deficit after fixed charges of over $2 mil- 
lion in the year ended June 30, 1922. With 
trallic constantly increasing on the com- 
pany’s lines the outlook is favorable for 
still larger earnings in years to come. No 
early dividend action, however, can be ex- 
pected on Interborough common stock. 
In the fiscal year to end June 30, 1924, 
Manhattan Railway stockholders will be 
entitled to 4% and thereafter to 5% cu- 
mulative dividends. It is also provided 
under the terms of the modified lease with 
the Manhattan Railway Co. that no divi- 
denis shall be paid.on I. R. T. common 
stock before July 1, 1926. However, for 
wnyone who is willing to hold the stock 
a few years without any return there 

good chance that the commitment 
work out satisfactorily. 


"W 
Atti 


COLUMBIA GAS & ELECTRIC 
Earnings at Rate of $4.67 a Share 


a holder of Columbia Gas € Electric 

I would appreciate your opinion of 
security and any recent information you 
regard to earnings and outlook for 


D., Troy, N. Y. 


in 


mpany.—A,. B. 


On the basis of the present outstand- 
ng stock Columbia Gas & Electric did 
show sufficient earnings in 1922 to 
cover the present dividend rate of 

a share. In the current year, how- 

a much better showing has been 
earnings for the first six months 
having been at the rate of $4.67 a share. 
The company’s operations at this time are 
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on a more profitable scale than at 
previous period in its history, and the out- 
look favorable. The recent Supreme 
Court decision declaring unconstitutional 
a law passed by the State of West Vir- 
ginia, prohibiting exportation of natural 
gas until all demands in the State were 
satisfied, should add to the earnings of 
that division of the business. The com- 
pany’s gas rates in Cincinnati are pro- 
tected by a city ordinance until January 1, 
1925. Operation of the electric power di- 
vision of the company are the largest in 
its history. The gas and oil lands of the 
company have only been partially devel- 
oped and should be good producers for 
many years to come. Balance sheet as of 
March 31, 1923, showed a good financial 
condition, current totaling $6.25 
million and current liabilities $2 million. 
We consider the stock a good long-pull 
holding. 


any 


1s 


assets 


MARKET STREET RAILWAY 5s 
Good Short-Term Bond 


the Market Strect Railway ist 
mortgage 5% bonds sell on so high a yield 
basis? Is it because San Francisco is sub- 
ject to earthquakes? I understand carnings 
have been showing up well. What is the se- 
curity behind the bonds and do you consider 
them a good purchase!—F. H., Long Island 
City, N A 


Why do 


Ist 
December 


Market Street and 
solidated mature Ist, 
These bonds are secured by a first lien on 
all the company's 
railroad lines in the City and County of 
San Francisco and in the County of San 
Maceo, California, and by a second mort- 
gage upon approximately 72 miles of rail- 
road lines. We consider these bonds a very 
desirable short-term 


Railway con- 


5s 
and 


street railways 


issue. Earnings are 


1924.- 


satisfactory 
not feel the 


running along at so 
a rate that we do 
company will have any difficulty 
in financing and paying these 
bonds off at maturity. Of course, should 
there be an earthquake in San Francisco, 
this might change the situation entirely, 
but we would not consider this very se- 
riously in deciding on the bonds for, al- 
though San Francisco had a bad earth- 
quake some years ago, it can hardly be 
said to be subject to them The only 
other funded debt of the company is $4 
million Ist mortgage collateral 6% notes, 
due in 1924, which is a first mortgage on 
certain portion of the property. The rea- 
son they sell for the low price is prob 
ably due to the past financial history of 
the company and lack of strong banking 
affiliations. In our opinion they are a very 
good purchase. 


STANDARD GAS & ELECTRIC 
64% DEBENTURES 
Interest Over Twice Earned 


investment im 

Debentures and 
7%% bonds. How do 
issues?’—A. K. M., 


an 


64%% 


considering making 
Electric 
Electri 

two 


Am 
Standard Gas 4 
Empire Gas 4 
you regard these 
Jamestown, N. Y. 


Standard Gas & Electric 642% 
ture bonds of 1933 we consider a good 
holding. For the year ended December 
31, 1922, the company reported a surplus 
after paying all charges of $2.4 million 
which is considerably more than twice its 
Earnings so far in the 


deben- 


interest charges. 
current year have been running ahead of 
1922. We see no reason why the com- 
pany should not continue to do well. 

Empire Gas & Fuel 7s are rated as a 
speculative bond, but as such we consider 
them to be attractive. They are given a 
speculative rating as the security behind 
them consists largely of oil properties. 
The earnings of the company, however, 
make a very impressive showing. Net 
earnings available for bond interest after 
all taxes, but before reserves for depletion 
and depreciation for 5 years ended Nov. 30, 
1922, averaged $16.5 million, and for the 
year ended May 31, 1923, were $12.9 mil 
lion. This compares with present annual 
interest charges on the total funded debt 
of only $4.4 million. These bonds are se 
cured by a first mortgage on part of the 
fixed properties and upon retirement ol 
$9 million of divisional bonds, it will be 
a first mortgage on all the fixed assets. 
According to the appraisal of independent 
engineers made on June 30, 1921, repro- 
duction cost was $190 million against a 
total funded debt of $63 million 
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complete analytica 
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SPECIAL REPORT DEPARTMENT 


requests for special reports on lists of securities and for 
reports on individual stocks and 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite recommendations are made 
This new service does not in any way interfere with 
resent free service supplied by the Inquiry Departmest to subscribers which 
entitles them to a brief report on any three securities. 


bonds that we have 
Charges will var 
submitted. 











COMMONWEALTH POWER 
Increase in Earnings 


Will be glad to have your opinion of 
Commonwealth Power stock.—D. G. H., Balti- 
more, Md. 


We consider Commonwealth Power 
stock a good long-pull holding. Earnings 
for the 12 months ended June 30th, 1923, 
were equivalent to $6.92 a share for the 
180,000 shares of no par common out- 
standing after deducting all charges, in- 
cluding depreciation and preferred divi- 
dends. This compares with $3.51 a share 
earned on a like amount of common in 
1922. Commonwealth Power Company 
succeeded to control of the electric light 


and power properties of the Common- 
wealth Power Rwy. & Light Company in 
May, 1922. Since then operating power 
properties have made a decided improve- 
ment in output and earnings. It is ex- 
pected that 35,000 new customers will be 
added by subsidiaries in 1923. The com- 
pany has just closed two large industrial 
contracts, one of which is equal to the 
service demands of a city of 50,000 people. 
We are very favorably impressed with 
the progress this company has made and 
believe that an optimistic view of the fu- 
ture is warranted. 





New Security Offerings 


CONCOURSE PLAZA 6s 
Fair Business Man’s Investment 


I have had the Concourse Plaza Apart- 


ment 6%s called to my attention as a good 
investment. Will you please let me know if 
you would considcr them gilt edge, and oblige. 
—vJ. W. K., New York. ; 


The Concourse Plaza Apartment 6s 
are a first mortgage on land and apart- 
ment house recently erected thereon. It 
is stated the loan is for 55% of the value 
of the land plus the reproduction cost of 
the building. They are further guar- 
anteed by a building company interested 
in the property. 

In these days of high real estate, build- 
ing and rental costs, we would not con- 
sider a bond of this nature, issued on the 
basis mentioned, as belonging in the gilt- 
edge class. While it is estimated the an- 
nual rental of the building at this time 
will be three times annual interest re- 
quirements, at the same time in the event 
of any break in the rental market, which 
is not at all improbable, this margin 
would be very considerably reduced. Of 
course, the annual redemptions would fur- 
ther secure by that much the remainder 
of the bonds outstanding, and we regard 
the issue as a suitable medium for a busi- 
ness man’s real estate investment, but, 
taking the property security and specula- 
tive possibilities in the real estate field 
into consideration, we would not class 
these bonds as properly entitled to a gilt- 
edge rating. 


ORANGE COUNTY PUBLIC 
SERVICE CO. 6s 


Marketability a Consideration 


Would you recommend that I purchase two 
of the Orange County Public Service 6%% 
notes due September 1, 1925? They are of- 
fered me at 99 to yield around 7%, which 
looks attractive to me, but I do not know so 
much about the value of the security behind 
them, so I would be glad to have you write 
me how you regard them.—F. W. H., Wil- 
mington, Del. 


The two-year Orange County Public 
Service Co. 642s are secured by pledge of 
$687,500 Refunding Mortgage 6s, and 
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these 6s are subject to the underlying lien 
of over $2,000,000 first mortgage bonds. 
The company does the gas and electric 
business in a number of small interior 
New York communities, and it is report- 
ed that earnings last year were over twice 
interest requirements. In our judgment, 
the notes do not belong in the gilt-edge 
class, and another drawback is that, serv- 
ing a comparatively small population and 
being unlisted, they may not have as good 
a market as securities of the larger com- 
panies. Under the circumstances, we 
would prefer to recommend the Fisher 
Body 6s, due February 1, 1926, which you 
can also secure at around 99, returning 
6.40%. This company’s affiliation with the 
General Motors Corporation and _ its 
standing as the leading factor in the auto- 
mobile body business assures a ready mar- 
ket for its product. While not secured 
by mortgage, there is no bonded debt 
ahead of the notes and earnings during 
the past three years have been over six 
times interest requirements. They also 
have the advantage of an immediate mar- 
ket and it is, therefore, our opinion that 
these notes are more desirable than those 
mentioned by you, even though the re- 
turn is slightly lower. 


PORT ARTHUR CANAL & 
DOCK 6s 


Good Investment 


My attcntion has been called to the JPort 
Arthur Canal & Dock Co. 68, which can be 
bought to bring in over 6%. I am in busi- 
ness and have $5,000 to put into a good bond 
which will pay me 6% or better. Would you 
consider these Port Arthur bonds a good 
investment ?—C. 8. J., Winona, Minn. 


The Port Arthur Canal & Dock Com- 
pany first mortgage, Series “A” 6s, are a 
first mortgage on the company’s property, 
which comprises the terminal of the Kan- 
sas City Southern Railway at Port Ar- 
thur, Texas, and the bonds are guaranteed 
as to both principal and interest by the 
Railway Company. The traflic through 
lort Arthur has been growing as has been 
the business of the Kansas City Southern. 


During the past ten years, with 

all the vicissitudes in the trans- 

portation business, the road ha 

earned 1.75 times interest requir 
ments. So far as the property 
the Canal & Dock Company is concern 
it has been appraised at a valuation 
over $2,700,000 by the Railroad Comm 
sion of Texas. In view of the value 
the property covered by the mortgage ai 
the unconditional guaranty of the railro 
whose earnings are in excess of all int 
est requirements, including these bon 
we consider them a good investment. 


OHIO RIVER EDISON 6s 
Another Bond Suggested 


A bond salesman is trying to scll me s% 
of the Ohio River Edison Company first m 
gage 6s. He says they are first-class, 
as I have $3,000 I want to put into a 
bond, I have been wondering if this wo 
be as good a bond, safety considered, as 
could get I would like to get a little m 
interest, but realize the more I get the » 
risk I must take. Please let me know wi 
you think of these bonds as a good inve 
ment or if you know of some others y 
think would suit me better—K. L. F. , 
York City. 


The Ohio River Edison Company hay 
issued $7,000,000 First Mortgage Sinkin: 
Fund Gold Bonds, due July 1, 1923, which 
will be secured by a first mortgage on 
steam electric power plant on the Oh 
River near Toronto, Ohio, together wit! 
transmission lines, etc. It is announced 
that this financing represents approxi- 
mately 66% of the cost of the initial i 
stallation. The property will be leased 1 
the Pennsylvania-Ohio Power & Lig 
Co., for 999 years, at a rental amounti 
to over 2% times interest charges on tl 
issue. This company serves important 1 
dustrial sections in western Pennsylvai 
and Ohio, and earnings during the past 
few years have been sufficient to cover its 
interest charges, as well as interest 
these bonds, but as this is a new issue 01 
a plant to be constructed, the price of ‘ 
does not appear particularly attractive 
view of the opportunities available 
more seasoned bonds having a_ read 
market. The Kansas Gas & Electr 
first mortgage sinking fund 6s can be ol 
tained for 94, returning 644% The ear: 
ings of that company have during the pas 
averaged twice interest 
and for the past five yea 
This compa 


two years 
quirements 
over 1.75% interest needs. 
controls the entire gas, electric light and 
power business in important cities in Ka 
sas, and we consider them a good inve 
ment. Or you can buy the American W 
ter Works & Electric collateral 5s, matur- 
ing in 1934, at 84, yielding over 7 
These bonds, while not entitled to as high 
a rating as the Kansas Gas & Electric ( 
are secured by deposit of stocks of su 
sidiary companies, and, as earnings of t! 
parent organization during the past five 
years have covered interest requirem¢ 


by a good margin, now over twice int 
est charges, we regard them a good bus- 
iness man’s investment at present prices. 
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Many Trade Irregularities 


Underlying Conditions Sound With Some Improvement 
Noted in a Few Directions—Other Industries on Down-Grade 





STEEL 





Outlook Uncertain 


HE steel market is rather uniform- 
T ly steady, with the price level un- 

changed though firm in most spots. 
\ sharp increase in buying undoubtedly 
vould move prices up. However, the 
prospects for such an increase in con- 
sumers’ demand appears somewhat re- 
mote at this writing. Just about enough 
business is coming in to impart steadiness 
to the market, in general. Some good 
business is reported in fabricated steel, 
but nothing much to speak of is occurring 
elsewhere. The leading interest is operat- 
ing close to 85% capacity with most of 
the independents ranging at about 75%. 
This, on the average, is about 10-15% 
less than the operating ratios in early 
Spring. 





COMMODITIES 


(See Footnote for Grades Used and 
Unit of Measure) 
— 1923 
High Low 
Steel (1).......$46.25 $36.00 





Sugar (15) 
Sugar (16) 
Paper (17)...... 
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(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, $ per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Light, Chicago, 
$ per pound; (10) Top, Heavies, Chicago, 
c. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c. per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (16) Raw Cubas 96° Full Duty. c 

rt lb.; (16) Refined, c. per Ib.; (17) 

ewsprint per carload roll, c. per Ib. 
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The 8-hour day is just about making its 
effect on earnings, though third quarter 
earnings will not show the total effect, 
most of which will be seen at the latter 
part of the year. Steel-making costs have 
been increased something like 15% 
count of the new working arrangements 
and the added cost has not been offset as 
yet by an adequate rise in steel prices 
For that reason, it is to be expected that 
the mills affected by the 8-hour day will 
show smaller earnings in the fourth quar 
ter than in any of those preceding this 
year. Prices have, ‘in the main, been es- 
tablished for the fourth quarter, so that 
even were an advance to take place the 
effect would not be favorably effected 
until somewhere in the first quarter of 
1924. 

Steel Corporation unfilled orders dropped 
a few hundred thousand tons in August, 
establishing a definite trend in a down 
ward direction. No turn may be executed 
under present conditions for at least a 
few weeks longer. A great deal of 
Japanese buying should make itself felt 
but probably not until somewhere in 1924 
In the meantime, ordinary trade require- 
ments will probably help to stabilize pro 
duction at somewhere near present figures. 

There is thus nothing in the steel situa 
tion to warrant especial enthusiasm. On 
the other hand, enough business is on the 
books and in sight to keep the mills fairly 


on ac- 


well occupied. 





AUTOMOBILES 








Plants Still Busy 


August results showed that 
the expected reaction in automobile buy- 
ing, there was an actual increase. At any 
rate, production figures showed an increase 
over those reported in July, which in itself 
is a very unusual situation. The reason 
for expansion of business is to be found 
in the growing demand for closed vehicles 
which, to a certain extent at least, has 
stabilized production in this country. 

Conditions, however, generally are not 
altogether very 
production of the year, estimated to reach 
nearly 4,000,000 cars and trucks, 
breaks all records for the period but 
leads to the conclusion that there is some 


instead of 


favorable. The immense 


net only 


over-production. This is verified by an 
analysis of the price situation, which indi- 
cates that many manufacturers are plan- 
ning to cut the price of the cars. Some 
price reductions have already been made 
and undoubtedly more will follow. Com- 
petition is intense, even Ford is under- 
taking an unusually intensive advertising 
campaign. Higher-priced cars are in 
direct competition with the results favor- 
able mainly to the buyers. 

Of general benefit has been the cut in 
gasoline prices, causing lesser expendi- 
tures in car operation. This in itself is 
not especially important but serves to in- 
crease buying tendency. Most of the 
manufacturers have improved their models 
in many respects and increased efficiency 
in operation has been fruitful. The out- 
look favors mainly the big and _ well- 
trenched companies that are in a financial 
position sufficiently strong to withstand 
prospective competition 





BUILDING 








Outlook Satisfactory 
Some shift is noted in the direction of 
construction activities, with the main 
(Please turn to page 1043) 





THE TREND 


STEEL—New buying slow. 
tion fairly well maintained. 
look uncertain. 

METALS — Conditions disappointing. 
Prices weak and little improve- 
ment indicated, though long- 
range outlook is favorable. 

BUILDING—Large commercial projects 
under way. Prices of basic mate- 
rials rising. No change in labor 
costs. Rents about stabilized. 

OIL — Over-production continues. 
Prices lower in most directions. 
No improvement in sight for sev- 
eral months. 

AUTOMOBILES—Large demand con- 
tinues, but possibilities of over- 

roduction. Prices generally 


Produc- 
Out- 


| 


ower. 
SHIPPING—Conditions depressed and 

few companies making money. 

Coastal traffic on comparatively 

favorable basis. 
SUMMARY—Conditions in business 
are spotted with a number of diverg- 
ing trends noted in the various indus- 
tries. The underlying situation § is 
sound, but profits are likely to be on « 
declining scale throughout the balance 
of the year. 
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Real Estate as a Bonanza Field 


for Promoters 


Some Other Things for Investors to Look 


Out 


KTER all is said and done the suc- 
cess or failure of any sale depends 
upon the prospective buyer’s men- 
tal attitude—the desire to possess. If the 
prospect fails to register the desire and 
cannot be made to do so, by persuasion 
or cajolery or whatnot, the sale is lost. 
If, on the other hand, the desire to pos- 
sess is manifest, subsequent developments 
depend upon the “follow-up.” We have 
said nothing new. We have simply set 
down an axiomatic fact. 
To create the desire of 
the prime requisite of the salesman. It 
is his chief stock in trade, whether he be 
offering gilt-edged bonds or impossible 
stocks, real estate or a cross section of 
the Atlantic Ocean, professional 


possession is 


for 
By WILLIAM H. BARBOUR 


of The Investors Vigilance Committee, Inc. 


sey. He knew, by past experience, that 
it paid to advertise. He found 6,000 in- 
dividuals—most of them residents of Up- 
state, as New Yorkers put it—who were 
willing to buy plots in the tract repre- 
sented to be on the Jersey Coast. Well, 
the land was, and still is, in Jersey, but 
quite a distance from the coast and fur- 
ther from the coast resorts, hemmed in 
on the four sides by adjoining lands, and 
some distance from state roads, not to 
mention railroads and trolleys. All state- 
ments or insinuations to the contrary not- 
withstanding, all New Jersey is not 
washed by the waves of the Atlantic! 

later an association of the 
formed and each 


Two 
property 


years 


owners Was 


Than Stock Selling Schemes 


mittee, Inc. During our investigation we 
interviewed the same shrewd promoter 
and he declined to give us a financial 
statement or earning sheet. Well you 
really should not blame him. You can't 
always blame a fellow for keeping some 
secrets to himself. 

Now, it so happens, the lots remaining 
unsold or unpaid for are being offered to 
the public together with a house said to 
be worth $5,000; free electricity and wa- 
ter for a period of years, free transpor- 
tation up to fifteen miles to and from 
your daily work, a dancing pavilion and 
a Jazz orchestra to whoop things up every 
Saturday night. All this for $5,000, pay- 
able: $200 down and $33 a month until 
principal and interest and all are 
paid. Isn't this an attractive 





services or an every-day kind of 
a job, polar bears or crocodiles, 
baby “bootleg likker.” 
Or to another way; the 
human figures in every 
sale, 


she eS or 
put it 
element 


The Real Estate Promoter 


None gambles more persistently 
and consistently on the desire to 
possess than the hatcher of shady 
schemes and his slick-tongued 
satellites. And the four aces are 
usually held by the wily real- 
estate promoter, to let him down 
easily, for the leading inherent de- 
sire is undoubtedly that of “a 
home of my own.” We have 
been writing so much about oil 
and mining schemes that our 
readers might think we devote all 
of our time to running down such 
promotions. Our range of ac- 


MAGAZINE OF 


Magazine. 


WHAT THE I1V.C. STANDS FOR 
The I1V.C. (Investors Vigilance Com- 


mittee) operates in co-operation with THE 


WALL 


STREET and with 
Chambers of Commerce throughout the 
country in stamping out frauds, fakes, 
swindles and bamboozlements in 
stock-selling game. For the purpose of 
presenting regularly the work of the Com- as 
mittee, these pages are donated by The 
While the statements herein 
are not guaranteed, they are based upon 
information which we believe to be ac- 
curate and reliable —Editor. 


proposition ? 

Here’s another bright and happy 
thought, uncovered by this Com- 
mittee. A retired grocer and an 
associate have organized eight co- 
operative realty companies. One 
has its office in Trenton, N. J., 
another in Newark, N. J., and the 
others in Baltimore, Pittsburgh, 
Philadelphia, Cleveland, Indian- 
apolis and Minneapolis. Outside 
of these cities, farmland was pur- 
chased; in some cases, at least, 
much as four miles beyond 
the city limits. None of the land 
cost much. It shouldn't have. 
Blueprints, blank deeds, salesmen, 
literature and abiding faith in the 
desire to possess, and the parade 
was under way outside of all eight 
cities at one time, if you please. 
Cards passed out at circuses and 


the 





tivities, as a matter of fact, covers 
the whole field of financial under- 
takings. 

With material and labor 
perching atop the chimney and the 
all pretty-much-human-like desire to raise 
rents, the real-estate promoter, to begin 
with, has a pretty fertile field for his 
seed. We are not going to discuss the 
merits or demerits of home ownership 
plans. There is another department of 
THe MaGazine oF WALL Street that 
handles that intensely interesting subject 
in a most capable manner. We are going 
to point out a few of the schemes that 
are going the rounds just now in an 
endeavor to drive home the fact that it 
always pays to investigate before invest- 
ing. 

Some five or six years ago a shrewd 
real-estate promoter organized a_ land 
company and purchased an old farm in 
about the geographical center of New Jer- 
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still 
after 


costs 


assessed then and since, something over 
$250, for improvements. It was not dis- 
closed that the same shrewd promoter 
engineered the property owners’ i 
tion. But a majority of the lot owners 
paid their assessments, although not with- 
out much persuasion in many cases. It 
is but fair to state that some of the im- 
provements have been made. 

There are today five or six houses on 
the tract. Some folks have more than 
their fair share of human courage, it 
seems. 

Recently the same shrewd promoter 
organized a mortgage company, and each 
member of the association was strenuous- 
ly solicited to buy bonds to finance it. 
And, some “bit”! More now say that 
they would have if they had not inquired 
of Chambers of Commerce which are 
members of the Investors’ Vigilance Com- 


associa- 


other crowded places and from 
door to door, asking for name and 
address and announcing the opportunity, 
in return therefor, of an award of a beau- 
tifully located home plot. Incidentally, 
the card originally carried the little word, 
“win,” until the New Jersey Real Estate 
Commission called a halt. Of course, 
many “suckers” were found. Then fol- 
owed a typical promoter’s letter telling 
how for $39 to cover proportionate cost 
search, the deed itself and 
“other expenses incidental thereto,” the 
plot would exchange ownership Of 
course, the land was there; but, when the 
buyer got there if his interest hung out 
that long, he was urged to apply the $39 
on a front lot costing $200. If he “bit,” 
fine! If not: “Please Mister take your 
deed for the back lot anyway, we don't 
want airy dissatisfied customers.” 
Another proposition down in the pine 
(Please turn to page 1033) 
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FINANCIAL EFFECTS OF THE JAPANESE CATACLYSM 
(Continued from page 987) 








the committee will have to settle is 
hether Tokio, Yokohama and the other 
ruined cities are to be rebuilt, merely, 
ipproximately as they were before the 
lisaster, as Chicago did after its great 
fire, or whether the opportunity is to be 
iken to build up an entirely new and 
iodern city. 

Another vital question is whether re- 
onstruction is to be left to private initia- 
tive, each interest working on its own 
iccount, or whether all buying and financ- 
ing of reconstruction materials is to be 
handled through a single body to be 
created by the Government. 

It is clear that until this body has made 
its final recommendations and handed 
them in in the form of a bill before the 
Imperial Diet, it will be useless to esti- 
mate the direct effects of Japanese recon- 
struction buying on American business, 
because there will be no way of estimat- 
ing the amount of goods to be ordered. 

Even the financial side of the recon- 
struction question is still highly uncertain. 
While it may be considered highly prob- 
ible that Japan will have to do some bor- 
rowing either in New York or London, 
which are the two largest reservoirs of 
liquid capital at the present time, {t must 
ilso be considered that Japanese interests 
have considerable money due them from 
ibroad. 

Japan’s investment holdings alone run 
into several hundred million dollars, and 
hank balances and credits in the amount 
of several hundred millions more may be 
drawn upon before a large-scale loan is 
floated. Much has been made in certain 
quarters of the fact that British capital- 
ists, in placing a foreign loan, sometimes 
stipulate that purchases made with the 
proceeds of such loans must be made in 
Great Britain. This practice is by no 
means confined to British bankers, how- 
ever, and equally binding conditions need 
by no means be made explicit and public. 

As to the actual technique of recon- 
truction, much of course depends on the 
findings of the Reconstruction Commit- 
tee as to whether the devastated Japanese 
cities are to be merely restored or modern- 
ized. The buildings of American style 
of construction, made of steel and con- 
crete, and sometimes, as in the case of the 
Marinuchi building, the pride of Tokio, 
running up to eight stories, are believed 
to have stood the earthquake better than 
thers. It is still undecided, however, 
whether they have not been dangerously 
shifted or tilted, or whether their walls 
may not be heavily cracked, and so on. 


Some Possibilities 


Should the Committee find it desirable 
to build a larger proportion of American 
style office buildings than in the past, this 
would undoubtedly mean an enormous de- 
mand for.such products as steel, copper 
and brass goods, elevators, plumbing and 
heating systems, electrical equipment, and 
the like. The steel alone used in an eight- 
story modern style office building runs 
for SEPTEMBER 29, 1923 


from 3,000 to 6,000 tons of fabricated and 
structural steel parts. 

In any case, a large number of houses 
of the ordinary Japanese design will be 
required, for temporary housing at least. 
These are made of lumber, which is im 
ported in the form of roughly-sawn 
square-cut logs, known as “Jap squares,” 
which are then re-cut in Japan to suit the 
native buiders’ requirements. The 
and roofs of these houses are usually 
made of corrugated iron or steel. The 
better class of native bouses are equipped 
in addition with modern plumbing and 
heating systems. 

The demand for lumber, of 
America is the readiest and most 
dant source, should therefore be enor- 
mous. One report states that half a bil- 
lion feet of Douglas fir have already been 
ordered. It would be perfectly understand- 
able that firm orders should be in for 
lumber ahead of any other materials, as 
the lumber-cutting season is drawing to 
a close, and little sawing can be expected 
after early November, when the logging 
season begins in preparation for the de- 
scent of the logs down mountain streams 
in the spring. 

As for the steel, while America has a 
decided preponderance in this field, par- 
ticularly in sheets, tubes, wire products, 
nails, and structural steel, there are sev 
eral complicating factors. Freight rates 
from the steel-producing centers have to 
be considered, and as the nearest big ship- 
ping point to the Pacific Coast is Chicago, 
this item is important, compared with the 
all-water routes of England and the Con- 
tinent. 

In the second place, prices in the inter-- 
national steel market are highly competi- 
tive, and the equilibrium is easily dis- 
turbed. At the present time, American 
steel producers are able to quote on prac- 
tically even terms with British, Belgian, 
French and even German makers, but on 
several occasions in the past American 
makers have had to withdraw from the 
market because they could not touch the 
terms offered by European producers. It 
is impossible to tell this far ahead 
whether a similar situation will or will 
not prevail by the time actual buying or- 
ders come in. 

American manufacturers of electrical 
and railway equipment, heating systems, 
elevators, machinery (except textile ma- 
chinery, in which Great Britain has an in- 
disputable mastery), and similar lines, 
should be able to do considerable business 
with Japan when reconstruction gets un- 
der way. 


sides 


which 
abun- 


On the other hand, American produc- 
ers of not strictly essential goods, such 
as cameras, automobiles, and the like, 
which have enjoyed a ready sale in Japan, 
may have a number of dull months ahead 
of them in this trade before money gets 
to circulating rapidly again. 

On the whole, while no definite pre- 
dictions can be made as to the amount 
of Japanese reconstruction buying, as 
yet, there is every reason to believe 
that it will be enormous, in the aggre- 
gate, and that certain lines of Ameri- 
can industry will receive a great stim- 
ulus from it within the next few 
months. 





INCOME FROM FORESIGHT 
AS WELL AS SAVINGS 


(Continued from page 1015) 





investor should become unable to continue 
to make part or all of his monthly pay 
ments or should need ready cash, the 
Building and Loan stock can usually be 
disposed of at approximately book value. 
Such things would, of course, impair the 
workings of the plan to greater or less 
extent; nevertheless this combination has 
enough flexibility to enable these condi- 
tions to be handled with probably little 
or no Furthermore, the 
plan will work just as well on a $1,000 
loan and $10 per month as with the fig 
ures mentioned. 

The difference between the interest 
which the investor receives on the bonds 
and that which he pays on the loan is the 
measure of the difference in security, and 
he simply capitalizes this feature, together 
with his savings, and invests the com- 
bined sum in a convenient way. 

Instead of bonds, common or preferred 
stock or some other form of investment 
might be substituted with possibly greater 
returns; this, of course, depending upon 
the risk one is willing to take. In any 
case, the plan would permit the buying of 
securities now at probably lower figures 
than will prevail when savings would be 
available for their purchase from time to 
time during the period considered. 


loss of assets. 


Conclusion 


Summed up briefly, the result to the 
investor is that, through the saving of 
$100 per month for approximately six 
years, using the figures in our illus- 
tration, he acquires a capital of $10,- 
000 or, during the balance of the life 
of the bonds, an income of $700 a year 
and, after that time, whatever income 
he can make his capital earn. An inf- 
come of this size provides for many 
possibilities among which are the edu- 
cation of children, the payment of in- 
surance premiums or the carrying of 
other investments such as a repetition 
of this plan. 








Special attention is called to the analysis of the oil situation 
appearing on page 980. This article contains solid value both 
in regard to its interpretation of the general oil situation and 
its remarks on the individual oil companies. 








1029 




















Odd Lots 


give unusual diversification 
and offer a higher degree of 
safety in your investments. 


Our booklet explaining the 
many advantages of dealing 
in Odd Lots sent upon re- 
quest. 


Ask for M.W.-311 


100 Share Lots 


Curb Securities Bought or Sold for Cash 
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John Muir & (. 


New York Stock Exchange 
MembersNew York Cotton Exchange, 
N. Y. Coffee € Sugar Exchange’ 


61 Broadway New York 
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MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances, 


Many investors maintain a 
correspondence with our statis- 
ticians and in that way keep in 
close contact with changing market 
conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 


helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail’ 


to those interested, on request 


GRAHAM, RITCHIE & CO. 


Formerly Graham & Miller 
Members New York Stock Exchange 
66 Broadway New York 
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New York Stock Exchange 
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Situation 


Conditions in our basic 


industries are always un- 
A di- 
gest of current conditions 


the 


given in our September 


dergoing changes. 


in oil industry is 


financial letter. 


Copies to investors 
upon request 


Mc Donne & Co, 


120 BROADWAY 
NEW YORK 
Members New York Stock Exchange 


LOS ANGELES 


SAN FRANCISCO 














Odd Lots 


enable you to employ 
your surplus funds as they 
accumulate —a_ sensible 
and profitable plan, rec- 
ommended by financial 


authorities. 


We have a special depart- 
ment for Odd Lot orders of 
any listed securities. 


Let us send you our 


free booklet 


“A Suggestion to Investors” 


Ask for MG 


(isHoum @ (HAPMAN 


Members New York Stock Exchange 


Widener Bldg. 
Philadelphia 


52 Broadway 
New York 


























LANDEN, VERCOE & CO. 
DESHLER HOTEL BLDG. 
COLUMBUS, OHIO 


Members of 
NEW YORK STOCK EXCHANGE 
PITTSBURGH STOCK EXCHANGE 
COLUMBUS STOCK EXCHANGE 

















WHAT YOU WANT 
TO KNOW 


about 


American Can 


Cosden Oil 


is contained in a special 
circular gratis on request. 


Accounts of 50 shares and 
up carried on a conserva- 
tive margin. 





SuTRO & KIMBLEY 
Members New York Stock Exchange 


66 Broadway 
New York 
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trying period, has finally turned the cor- 
ner and is now making some money, and 
the management has expressed the opin- 
ion that for the year ending April 30, 
1924, it will show substantial profits. Be- 
cause of severe losses the company took 
in 1922 and 1921, its financial structure 
has been weakened and as of April 28, 
1923, the company had accounts and notes 
payable totalling $6.6 million. While the 
bonds are speculative, we consider them 
to have rather good prospects as a specu- 
lation. No dividends can be expected on 
the preferred stock for some time, as the 
company will undoubtedly use all surplus 
earnings to pay off bank loans until they 
are reduced to low proportions. However, 
if you are willing to hold the stock for 
a couple of years without any return, we 
should say there is a very fair prospect 
of its working out satisfactorily. The 
common stock does not appear very at- 
tractive to us, in view of the back divi- 
dends to be paid on the preferred before 
it can receive anything, and we suggest 
switching this into Willys Overland com- 
mon, selling around 7. This company 
earned over $3.30 a share on the common 
stock for the first six months of this year. 
There are 21% back dividends due on the 
preferred, but this would only take $4.6 
million, and, in the first seven months this 
year, the company earned $10 million. 
We consider both Willys Overland com- 
mon and Willys Overland preferred to be 
attractive speculations for the long pull. 


SINCLAIR CONSOLIDATED 
Dividend Insecure 


Unfortunatcly I am loaded up with 400 
shares of Sinclair Consolidated at about 30, 
and 700 shares of Invincible at considerably 
higher prices than those now prevailing. 
Would you advise disposing of Sinclair at the 
present price of 20, or do you think I would 
do better to hold on and wait for better times 
in the oil industry? How about Invincible? 
—vJ. J., Pittsburgh, Pa. 


Although you have a large loss in your 
Sinclair Consolidated, we believe it best 
to dispose of the stock and switch into 
other securities that appear to have bet- 
ter immediate prospects. Conditions are 
still very unsatisfactory in the oil indus- 
try, and a company such as Sinclair is 
obliged to store large quantities of oil 
which uses up working capital and may 
result in the passing of dividends. Our 
advice is to switch the 400 shares into the 
following stocks: 


Vivaudou, div. $2 
Butterick Co. 

General Motors, div. $1.20 
Martin Parry, div. $3 


Invincible Oil is not in a particularly 
strong financial condition, and we believe 
the company will have a hard time under 
present conditions. The stock has spec- 


ulative possibilities at present levels, but 
we consider 700 shares rather a large 
holding under the circumstances and our 
advice is to switch at least part of these 
holdings into Willys Overland common, 
selling around 7. 


VANADIUM 
Another Stock Suggested 


Are Vanadium Steel’s earnings large enouvh 
to warrant higher prices for the stock? |] 
have a little of the stock and am uncert 
whether I should continue to hold it.—D 
N., Decatur, 1. 


Vanadium Steel in the first six months 
this year only earned about $1 a share on 
the stock which does not indicate a ver 
high earning power for a stock selling «at 
30. It is our opinion that you would im- 
prove your position by disposing of this 
and purchasing instead Savage Arms sell- 
ing around 30. Earnings of this company 
are running at the rate of $8 a share per 
annum and very much larger earnings are 
expected in 1924, as the company has put 
out a new electrical washing machine 
which has met with decided success. 


A FEW ATTRACTIVE BONDS 
Yielding Over 6% 


Are there any good opportunities in bo» 
at the present time? If you consider it all 
right to buy now please mention a few thut 
return 6% or bctter.—J. H., Louisville, Ky 


In our opinion there are good oppo: 
tunities at the present time in bonds as 
many have receded in price and can now 
be picked up on a favorable basis. The 
following list of bonds would make a con- 
servative investment and give you a yield 
of better than 6%. 


Anaconda Copper : 

1953 6.25% 
Bethlehem Steel 5s, 1936....88 6.4 
American Water Works & 

Elec. Co. 5s, 7.1 
Chesapeake & Ohio Conv. 5s, 

1946 6.0 
Chile Copper 6s, 1932....... 99 6.08 


Chesapeake & Ohio bonds are conver- 
tible into stock at 90, and Chile Copper 6s 
are convertible into stock at 35. It is 
quite possible that in years to come this 
convertible privilege will be of value. 





A CHAT WITH THE 
EDITOR 
(Continued from page 973) 








indicate anything in the nature of a de- 
pression for 1924. 

It is difficult to recall a time when 
there were so many stocks earning from 
$8 to $30 a share, paying from $3 to $12 
a share, and yielding from 8% to 15% 
on the investment. Will some one show 
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me a situation in the past when banking 
resources have been at such high levels 
and earning power of the people so great, 
unemployment so small, and railroad 
trafic so heavy? Point it out, please. 
\s nearly as I can figure it out, most 
» irregularity in business is due to 
logy generated by the recent stock 
t decline, which after all was not 
uch of a decline as the preceding 
ment was an advance. For three 
months the market has been swinging 
back and forth in a comparatively narrow 
rance so far as the averages go, which 
meas of course some fairly good swings 
in the active speculative favorites. These 
movements have not been respectively so 
important as they have been represented 
to be; but considered in their proper re- 
lation to each other, they have formed 
whet is evidently a preparation for a 
bettcr market during the Fall and Winter. 
hearing in mind that all stock market 
predictions must be tentative, may we 
venture to suggest that as the world has 
been looking forward to the time when 
the question of reparations would be 
settled between Germany and the Allies, 
the confidence which is apparently being 
displayed by those who have been accu- 
mulating stocks may have its foundation 
in the clear indication of September 24th 
that Germany has wunqualifiedly aban- 
doned resistance in the Ruhr? 








REAL ESTATE AS A BO- 
NANZA FIELD FOR 
PROMOTORS 


(Continued from page 1028) 

















woods aroused the attention of the New 
Jersey Commission because of misrepre- 
sentation of salesmen and a call to halt 
resulted in the firm closing its offices in 
that state after “humbly apologizing” for 
the unknown conduct of its men. It is 
a good thing that the New Jersey Real 
Estate Commission exists. It has wide 
powers of supervision over brokers and 
salesmen, but it cannot touch individuals 
er firms disposing of their own proper- 
ties, except to require licensing of all 
salesmen and holding them within legal 
boun|s. This is admitted to be a weak- 
s in the law, but like the Blue Sky 
it goes a long way toward keeping 
from crooking too fast and fu- 
sly. It would be fine if every state 
uch a commission. 
do not undertake to investigate 
contractor, builder and real-estate 
‘tion, but we do say this: If you 
ipproached to buy land in another 
unity no matter how alluring the 
sition is pictured, it is the better 
tt of wisdom to first ask your local 
ber of Commerce for a report. If 
a member of the Investors’ Vigilance 
nittee, Inc., we stand ready to co- 
te in setting all the facts obtainable 
e you. If your local Chamber of 
nerce is not a member of this Com- 
mitiee, it should be. 


for SEPTEMBER 29, 1923 





ESTABLISHED 1882 


Straus BuILpING 
565 Fifth Ave., at 46th St. 
New Yorx 





© 1923—S. W. S. & Co., Inc. 


Greater Safety; 


Larger Income; 


Less Worry 


Safety — income — freedom from trouble 
and worry—these are the three qualities 
which mark the best investments, and 
which shrewd investors are always seeking. 


S. W. Straus & Co,—the house with 
the record of 41 years without loss 
to any investor—can help you find 
the safety, income, and freedom 
from worry which you seek. 


The STRAUS PLAN insures safety by its 
scientific safeguards. STRAUS BONDS give 
you the best income consistent with safety. 
STRAUS SERVICE gives you freedom from 
all worry and trouble. It will pay you to in- 
vestigate these sound bonds, yielding 6 to 
642%. Write today for 


CIRCULAR D-855 


S.W. STRAUS & CO. 


OFFICES IN PORTY CITIES 


79 Post Street, San Francisco 


41 YEARS WITHOUT LOSS TO ANY INVESTOR 


INCOR PORATED 


Straus BuILpING 
6 No. Clark St., at Madison St. 
CxIcaco 























THE 
OILS 


A copy sent on request for E-42 


To those holding or contemplating the 
purchase of Oil Stocks the discussion 
contained in the current issue of our 


MARKET LETTER 


should prove interesting and valuable. 


SHONNARD & CO. 


Members New York Stock Exchange 


MAIN OFFICE 
120 Broadway 
New York 


BRANCH OFFICE 
Harriss Colonnade Bldg. 
255 West 57th St. 

















MARKET 
LETTERS 


We prepare from time to 
time Market Letters sup- 


plemented by 


Investment 
Opportunities 


in Preferred and Common 
Stocks, with analysis of 


companies. 


Copy sent on request 


Joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 


61 Broadway New York 
Telephone Bowling Green 7040 

















Stocks, Bonds, 
Cotton, Grain, Provisions, 


Insurance Stocks 


Unlisted Securities 


Insurance Stocks a Specialty 


CHARLES SINCERE & C0. 


Board of Trade Bldg., 
Chicago, IIl. 


Members 
New York Stock Bachange 
OCMeago Steck Eachange 
Chicago Board of Trade 
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HOW TO ADAPT ENDOW- 
MENT INSURANCE TO 
INDIVIDUAL NEEDS 
(Continued from page 1017) 











more appropriately to two sisters who 
are business women living together. The 
proceeds are payable jointly to the par- 
ties thus insured upon their survival 
to the maturity date; or, in case one 
predeceases the fixed date of payment, 
the surviving owner of the contract re- 
ceives the full face amount of the policy. 

More than two may be included in 
such a contract, but the increased num- 
ber invites complications, should one of 
them desire to withdraw interest, and 
if one should die the others are left 
without any more insurance protection. 
Two partners could use this form of in- 
surance advantageously when building up 
a fund to increase their capital at a stated 
period in the future. A widow and 
daughter could also take a Joint Endow- 
ment which would protect each in event 
of the death of one, and if both were 
alive when the Endowment matured the 
proceeds, payable to them jointly, would 
yield a fund which would finance some 
mutual plan for business or travel. The 
premium would, of course, be larger than 
that required for insurance on a single 
life, but the cost would be less than if 


each of the participants were to take a’ 


separate policy. 
The “Child’s Endowment” 


A CHILD’S ENDOWMENT is fre- 
quently taken by a parent or guardian on 
the life of a young child with a view to 
building up a fund to provide for the ex- 
pense of a college career, or some special 
course of training. In this way, the funds 
are built up by small annual deposits to 
yield an income for additional educational 
training when the child completes the 
rudimentary school courses. 

Children’s Endowments may be written 
to mature when the child attains eighteen 
years of age, although some parents 
prefer to have the Endowment period ex- 
tend to age twenty-one or even twenty- 
five for business purposes. The policies 
may be written to provide for the return 
of all premiums in event of the death of 
the child before reaching the Endowment 
age; or, if lower premiums are paid, 
without return of premiums in event, of 
the child’s death. In the latter case the 
contract becomes a pure Endowment with 
no benefits unless the child lives to attain 
the date of maturity, except when taken 
with a participating company when there 
would be the usual participation in divi- 
dend distribution during the premium pay- 
ing period . 

If taken with a view of providing a 
source of income for educational pur- 
poses, the Child’s Endowment is made in- 
creasingly useful by stipulating that the 
proceeds shall be payable in annual, semi- 
annual, or quarterly instalments over a 
period of years—say for four years, if de- 
signed for collegiate expenses. 

Illustrative rates for Children’s Endow- 
ments (participating) are given in an ac- 
companing table. One of the weaknesses 


of this form of policy lies in the fact thay 
if the purchaser of the policy (usually , 
parent or guardian) should die, the 
premium payments cease and the plans 
fall through. Generally speaking, there. 
fore, a short period Endowment taken op 
the older life for the benefit of the child 
is to be recommended in preference. 





FORD MOTOR CO. OF 
CANADA, LTD. 
(Continued from page 1006) 








siderably during this period. The average 
net income for this five-year period was 
$3,466,063 which is equivalent to an an- 
nual return of about-50% on the out- 
standing stock. During the same period 
dividends have averaged 23%, the balance 
being put back into the business. 

An official statement of earnings is not 
available for the fiscal year ended July 31, 
1923, but it is estimated that they were 
between $6,000,000 and $7,000,000, or 
about 100% on the outstanding stock. 


The balance sheet for 
July 31 1922, shows 
cash on hand and in 
bank $6,147,715.12, and investments at 
cost $3,971,184, consisting of $4,000,000 
par value United States and Dominion of 
Canada government securities; Inventory 
$4,560,908.57; and plant account of $9. 
806,276.19 against which a depreciatio 
reserve has been set up of $3,880,922.55 
Patents are carried at $1.00. 

The liabilities consist of current ac 
counts payable $2,082,551.77 and a reserv 
for uninsured risks of $160,000. ‘The 
plant account as compared with the pr 
vious year represents a net increase of 
$1,123,185.03, made up as follows: Land 
$1,000,655.66 covers acquisition of 137.12 
acres of land adjoining the home office 
plant purchased in order to provide 
additional manufacturing facilities and to 
take care of further expansion; Buildings 
$66,727.57, comprising branch buildings i: 
which the Regina branch is located, and 
an addition to the branch in St. John; and 
the balance of $54,801.80 consisting of 
miscellaneous additions to machinery and 
equipment. 

Considering the Ford Motor of Canada 
from the financial point of view, accord 
ing to this balance sheet, here is a com- 
pany with an issued capital stock of $/7,- 
000,000, no bonds, no preferred stock or 
prior obligations of any kind, cash in 
banks and United States and Canadian 
bonds of over $10,000,000 exclusive of any 
other items such as accounts receivable, 
inventories, etc., and total liabilities with 
the exception of capital charges of ap- 
proximately $2,000,000 and a surplus after 
all these charges of over $12,500,000 on a 
capital stock of $7,000,000. Earnings for 
the year, after deducting depreciation and 
taxes, were over $5,000,000 or about 70% 
on the capital stock. 


FINANCIAL 
CONDITION 


OUTLOOK The production of 70,000 

cars last fiscal year and the 
estimated production of 90,000 cars this 
year indicates that the company is still a 
growing concern. That the officers of the 
corporation realize the need of additional 
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plant expansion to meet the demand is 
evidenced by the expenditure of $1,000,- 
000 for land adjoining the home factory 
and the laying out of an expansion pro- 
gram covering three years. The need for 
mmediate expansion was so great, how- 
ver, that building operations were com- 
nenced immediately with the idea of ‘in- 
reasing the capacity of the plant to 

00 cars a day, or over three times its 

esent capacity, as soon as possible. 

An underlying motive in the expansion 
program is a desire to be less dependent 
on outside supplies. The company makes 

out one third of its parts, but, like the 
Detroit company, it is gradually becom- 

, more self-contained. It recently took 

er the Dominion Stamping Company 
ind is now making its own frames. New 
plants will contain departments for mak- 

, screw machine products, forging, and 
tampings that have heretofore been pur- 
hased outside. 

From this standpoint it is interesting to 

te that cash on hand has been exceed- 

s $10,000,000 when $3,000,000 would be 

iple for ordinary needs. The recent 

itlay of $1,000,000 for river frontage 
ind other factory property will hardly be 
missed from the bank account, and 
$2,000,000 or $3,000,000 to be spent for 

w buildings and equipment has been set 
aside. It is evident, therefore, that no 
outside financing of these improvements 

contemplated but that the company is 

lowing its previous plan of financing 
tself out of earnings. 

[The Ford Motor Company of Michi- 
gan is a closed corporation in which the 
public is unable to invest. The Ford Mo- 

r Company of Canada, therefore, rep- 

ents the only opportunity for the pub- 

to become a partner, so to speak, with 
Henry Ford in the prosperity of this al- 
st universally known product. The 
tock of this company should not be con- 
sidered a speculation and should not be 
ught by a person wishing to take ad- 
vantage of a quick turn in the market 
prices. On the other hand, anyone seek- 
¢ to make an investment with an almost 
positive assurance that, as they hold it it 
vill greatly appreciate in value, and at 
he same time pay liberal dividends, will 

1 it difficult to select a security that 

ll compare with an investment in even 
2 small number of shares in Ford Motor 
Company of Canada. 

It was previously announced at an an- 

il meeting of the company that a stock 
dividend would be paid at such time as 
the section in the Canadian income tax 
laws making stock dividends subject to 
tax of recipients is changed or rescinded 
so that the company’s Canadian stock- 
holders would not have to pay a tax 
thereon. 

[he stock is listed on the New York 
Curb and on the Detroit and Toronto 
Stock Exchange and has been recently 
selling around $410 per share compared 
with a higher price of $466 earlier in the 
year and a low of $210 in 1920. The 
present shares have sold as high as $600. 

The present dividend rate is $30 or 
about 7% on the present market value 
which is a remarkably high return for 
this class of security. 
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Strong Railroads in 
your strong box 


TRENGTH of purpose built the great American 

Railway Systems—and strength of purpose starts 

men on the road to financial independence through 
regular investment in well-secured bonds. 


A good railroad bond makes a good beginning— 
the man who invests in such a bond buys a security 
backed by one of the greatest, if not the greatest, of 
our national public necessities. 


Let us send you our list of carefully selected rail- 
road and other bonds which meet our exacting stand- 
ards of character and strength. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the World 


BONDS SHORT TERM NOTES ACCEPTANCES 
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The Foundation Company 
COMMON STOCK 


We have prepared a booklet on this Company and the outlook 
for its Stock, which we shall be pleased to send on request. 


Kelley, Drayton & Co. 


Members New York Stock Exchange 
40 EXCHANGE PLACE NEW YORK 


UPTOWN OFFICE: 50 EAST 42nd STREET 


Telephone Broad 6291 
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Sept. 24th Issue 


Edward Schildhauer, E.E. 
Formerly Electrical and Mechanical En- 
gineer of the Panama Canal and 

projects and 
an authoritative writer 


on International 
Trade Relations 


discusses 
CENTRAL AMERICA’S 
Economic Position 


—How American investments 
may provide a foundation for 
the great commercial expan- 
sion with Central America— 
Great natural resources await- 
ing development—Trade routes 
of the future which will bring 
Central America to our door- 
steps—The Lesson of Cuba’s 
and Canada’s prosperity. 


A significant article, pointing 
the way to American busi- 
ness men and investors, 
now available. 





Write for free copy to F. J. Lisman & 
Co., Members N. Y. S Exchange, 
20 Exchange Place, New York. 























Higher average 
earnings 


increased values are re- 
corded by stocks of financial 
institutions than by any other 
type of investment. 


and 


You can share in the advan- 
tages of this high average— 
combining maximum safety, 
steady income return and at- 
tractive profit possibilities—by 
investment in the 


Eastern Bankers 
Corporation 
Full particulars of this un- 
usual opportunity on request. 
Send for Circular D-1. 


Bankers Capital 
Corporation 


Bank and other Financial 
Corporation Stocks 


41 East 42nd St., New York 


Telephone Vanderbilt 1155 




















Current Bond Offerings 
Large Volume Swelled by U. S. Treasury Offering 


ECENT indications that fairly 

large amounts of new bonds would 

be marketed at an early period, 
were borne out by the unusually large 
volume of new distributions. The total 
amount snce Labor Day was in excess 
of 300 millions, but this includes the 
$200,000,000 offering of U. S. Treasury 
certificates of indebtedness. Inciden- 
tally, this offering was over-subscribed 
over two times. An unusual feature was 
the comparatively tremendous outpour- 
ing of state and municipal bonds with 
many individually large amounts in- 
volved. 


Industrials and Public Utilities 


Otherwise there were no striking de- 
velopments except for the $10,000,000 of- 
fering of 10-year 6%s at a price to yield 
about 634%, by the Willys-Overland 
Company. It is likely that other new 
and large issues will be disposed of to 
the public at an early date. 

Public utility issues were not conspic- 
uously large, but several large offerings 
are about to be marketed. Foreign is- 
sues were absent, and little is likely in 
this quarter of the market under present 
involved conditions abroad. Eventually, 
of course, a great deal of Japanese 
financing incidental to the reconstruc- 
tion program may be expected in this 
market, though London undoubtedly 
will take her share. 

The average of yields offered in the 


various departments such as industrial, 
public utility, railroad and the like do 
not appear to have materially changed 
from those of a year ago and are not 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 


Amoun 


Norfolk, Va 


Sumter Co., 
Carolina .... ccc. 


PUBLIC UTILITY 
Ohio River Edison 
Co. $7,000,000 6.40 
Orange Co. (N. Y.) } 
Public Service Co. 650,000 Te 
INDUSTRIAL 
Willys-Overland Co.$10,000,000 6.75 
Farmers’ Mfg. Co.. 1,600,000 7.50-7.75 

















likely to change materially in the near 
future, a degree of stability in money 
rates and business having apparently 
been attained. 








SPORADIC SIGNS OF OVERPRODUCTION IN 
INDUSTRY 
(Continued from page 996) 








be felt by many who had previously en- 
joyed a fair degree of reassurance as to 
general conditions. The question whether 
we can get to a basis that will enable us 
to finance greater export trade is urgent, 
and, should we be unable to accomplish 
this result, there is ground for believing 
that some reduction in the volume of our 
manufacturing must be expected after the 
turn of the year if not sooner. 


Money Situation Encouraging 


Probably the most satisfactory and 
encouraging feature of the entire business 
outlook is seen in the money situation. 
There is every reason to believe that bank- 
ing conditions are conservative and un- 
commonly strong. Many of the banks 
have relieved themselves not only of 
“frozen loans,” but also of the unduly 
large load of investments which they had 
been carrying. Federal Reserve banks have 
been drawn upon only very moderately 
for aid through rediscounting, and they 
have extended not more than the ordinary 
seasonal assistance to member banks. In 
the securities market, a normal “firming 
up” of interest rates has occurred, a fact 
which has tended to reduce the price of 
bonds very slightly, and correspondingly 


to add to the cost of corporation credit. 
Nevertheless, there’ is abundance of avail- 
able funds for all legitimate require- 
ments, as illustrated in the prompt sale 
of gilt-edged railroad securities and Gov- 
ernment obligations. Commercial paper 
and time money are slightly higher, but, 
as the diagrams show, not more so than 
may normally be expected in a season 
during which the ruling rates have been 
at the levels of past months. There may 
be a slight further advance in both fields, 
due to heavy refinancing demands, but 
there is no ground for expecting anything 
substantial. As for the activity of exist- 
ing credit, illustrated in the accompany- 
ing diagram representing bank transac 
tions, conditions remain fairly normal, 
with a conservative tendency in the turn- 
over which illustrates absence of extrava 
gant outlay, although there is no indica 
tion of unusual or undue shrinkage in the 
use of funds by consumers. 

Business conditions remain normal, and 
both they and the financial prospects are 
conservatively encouraging. Doubt as t 
foreign trade, slight recession of prices, 
and confused conditions abroad forbid be 
lief in anything like a boom, while good 
demand, large employment and substan- 
tial crops forbid the opposite. 
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Buy This Bond and Receive 
$3,128 in 27 Years 


(Based on 8% Per Annum) 


—and if you re-invest your income as received at the same rate, your money 
will double itself in about 9 years. This is a much safer, surer way to make 
money than in speculative stocks. 
This debenture bond carries Profit Sharing Certificate entitling you to pro rata 
share of at least one-third of net profits. 
—Safe and Profitable Business —Earnings growing steadily 
—Conducted on Sound Banking —Interest and Profits Paid 
Principle 5 Times Yearly 
95%% Interest and Profit Sharing in Cash has been paid Investors in a 
similar Hodson Enterprise since its inception. 
$1,000 Grows to $3,128 $500 Grows to $1,564 
$200 Grows to $625 
Our 30-Year Record is Your Assurance and Our Best Recommendation 
aunque EEE eYenee USE COUPON BELOW 


SS od AA _ 
Diet Clarence Hodson s [b 
CITY OF Bia ESTABLISHED 1893 —. INC 
ee PECIALIZE IN SOUND BONDS 
: YIELDING ABOVE THE AVERAGE 
135 BROADWAY NEW YORK 
Send me Circular MW-253 
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“Get New York on the Wire”’ 


WHEN your operator is instructed to call New York on the long 
distance telephone it can be taken for granted that directions or 
inquiries of importance are going forward. 


It is obviously necessary to have such business handled with speed 
and authority at our end of the wire. 


This Company is qualified to take care of important calls from cor- 
respondents, and welcomes the opportunity of serving out-of-town 
Banks, Bankers and Trust Companies requiring additional facilities 
in this City. 


Interest is credited each month on daily balances 


UNITED STATES 
MORTGAGE & TRUST COMPANY 


New York 
Capital, Surplus and Undivided Profits $7,250,000 


| | | 


for SEPTEMBER 29, 1923 
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American Light 
& Traction Co. 


6% Cumulative 
Preferred Stock 


Dividends have been regu- 
larly paid on the preferred 
since organization in 1901 
and on the common for 
the past 19 years. 


During the 5-year period, 
1918-1922, earnings aver- 
aged well over four times 
annual dividend require- 
ment on preferred stock. 


Price at market, 9112, 
to yield 6.55% 


Detailed information on 


request. 


L. F. Rothschild & Co. 


Members New York Stock Exchange | 
120 Broadway New York | 
































Write for a copy of 


‘Serving a Nation” 


describing the properties 
operated and controlled by 


Cities Service Company... 


Our Current Investors’ List 


contains attractive securities, 
including 


Bonds and Preferred Stocks 
of Public Utility Properties 


under our management 


These securities may be pur- 
chased in small denominations 
on a partial payment plan. 


Send for Booklet and List BB-18 
CITIES SERVICE COMPANY 
& 


60 WALL ST) 
RANCHES IN 














UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


Invest- 
ment Asked 
Grade Price 
Adirondack Power & Light Ist & Ref. 5s, 1950 
Adirondack Electric Power Ist 5s, 1962 
Alabama Power Co. Ist 5s, 1946 
Appalachian Power Co. Ist 5s, 1941 ° 
Appalachian Power Co. 7s, 1986 (Non-Callable) 
Ashville Power & Light 5s, 1942 
Carolina Pewer & Light Ist 5s, 1938 
Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941 
Colorado Power Co. Ist 5s, 1953 
Consumers Power Co. (Mich.) Ist 5s, 1936 
Electrical Development of Ontario 5s, 1933 ee 
Great Northern Power Co. Ist 5s, 1935........es0e+- ecccese cece Boe 
Great Western Power Co. 5s, 1946...... Sesececeseseecesescoeses B.. 
Hydraulic Power Ist & Imp. 5s, 1951...... eccccoceveceeneeseccoes Bo 
Indiana Power Co. 7348, 1941.......ee0e6 Sccccceccccccccceceeces DB. 
Idaho Power Co. 5s, 1947..........000- ecccceccccecccceceeceeeee B.. 
Laurentide Power Co. Ist 5s, 1946........ eececocesccoocosoecese B.. 
Madison River Power Co. Ist 5s, 1935....... 
Mississippi River Power Ist 5s, 1951....... Ceccccccccccccccccecce B.. 
Nebraska Power Corp. Ist 6s, 1949 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 
Penn.-Ohio Power & Light 8% Notes, 1930 
Puget Sound Power Co. Ist 5s, 1933 .* 
Salmon River Power Ist 5s, 1952............ Ccccccccccccceseocece B.. 
Shawinigan Water & Power Ist 5s, 1934 
Southern Sierra Power Co. Ist 6s, 1936 
Wisconsin Edison Co. 6s, 1924 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960...... 604040600 7584506 505 NONEe B.. 
Burlington Gas & Light Ist 6s, 1955.. ° 
Buffalo General Electric Ist 5s, 1939..... eevcece 

Cleveland Elec. Ill, Co. 5s, 1939 . 
Cons. Cities Light, Power & Traction Ist 5s, 1969 eeccece cccccccece . c. 
Dallas Power & Light 6s, 1949.. 

Denver Gas & Electric Ist 5s, 1949 

Evansville Gas & Electric Ist 5s, 1932.. 

Houston Light & Power Ist 5s, 1931 

Indianapolis Gas Co. Ist 5s, 1952 

Nevada-California Electric Ist Gs, 1946.........+..++- 

Oklahoma Gas & Electric Ist & Ref. 7%4s, 1041..... 

Oklahoma Gas & Electric Ist Mtge. 5s, 1029........... eecceseces 
Portland Gas & Coke Ist 5s, 1940 

Rochester Gas & Electric 7s, Series B, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939...... er eeecece 
Syracuse Gas Co. Ist 5s, 1946 

Tri-City Railway & Light 5s, 1930 

Twin State Gas & Electric Ref. 5s, 1953. . 

United Light & Railway 5s, 1932 


TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932........ ecccccccoosccecccees B.. 
Detroit United Railway Ist Coll. 8s, 1941.............. eeeteoseen Bus 
Galveston-Houston Electric Railway Ist 5s, 1954 

Kentucky Traction & Terminal 5s, 1951 

Knoxville Railway & Light 5s, 1946 

Minn. Street Ry. & St. Paul City Ry., Jnt. wed 1928 . 
Memphis Street Railway 5s, 1945.........cseeceeceseess cecccece - C. 
Northern Ohio Traction & Light 6s, 1926.. B. 
Nashville Railway & Light 5s, 1958........ Seecececeecocceecesoes B.. 
Schenectady Railway Ce. Ist 5s, 1946... 

Topeka Railway & Light Ref. 5s, 1953..... 





HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warrants) 

American Gas & Electric 6s, 2014 

American Power & Light 6s, Series A, 2016.......... 

Federal Light & Traction Ist 5s, 1942...... coceee wboseceoseeeeoes B.. 
General Gas & Electric s. f. 7s, 1952...........06. eocccccccccces Be 
General Gas & Electric Ist 6s, 1925............ ccceces Secccveces B.. 
Middle West Utilities 8s, 1940 

Standard Gas & Electric 7%s, 1941 





TELEPHONE AND TELEGRAPH COMPANIES 


Bell. Tel. Co. ot Canada Ist 5s, 1925 - 98% 
Ch ke & P. Tel. Co. (Va.) Ist Bs, 1948............ eee A. 95 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936...... Seecescccccee eo A.. 95 
Western Tel. & Tel. Collateral Trust 5s, 1982...... ececce - 98 














— 
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MARKET CONTINUES DULL 
AND INACTIVE 


Owing to market conditions new 
financing by utilities in prospect 
has been pcstponed for 
time being 


F the estimated new financing by 

public utilities to be done in the 

near future and mentioned in last 

column, practically none has ma- 

ed so far and it is indicated now 

there may be a further postpone- 

t of new offerings awaiting more pro- 

market conditions. It was esti- 

| that from $75,000,000 to $90,000,000 

n prospect in the immediate future. 

inwhile, unlisted public utility bonds 

otes in common with other bond 

ts, have been dull and _ inactive 

ng so far little indication of any 

mption of activity. A glance at this 

s prices in the accompanying table 

practically no change over prices 

month ago and where changes are 

n they are evenly between losses and 

The unlisted public utility market 

ows no trend and price changes are gen- 

lly within the range of half a point. In 

ibsence of any indicated trend of 

rices, it can only be repeated again—that 

the prospective buyer need be in no hurry 

invest but can afford to wait, picking 
argains on recessions. 


A Power Bond Suggestion 


Bonds of those companies producing 
electric energy by hydro-electric plants 
have been more in demand the past two 
years than practically any other grade of 
public utility issue, but the relatively 
small yield on most of them has been 
st their purchase at current prices. 
1d opportunity to secure a first mort- 
gage bond of a hydro-electric power com- 
pany seems to be offered in the Lauren- 

Power Co. Ltd. 6% issue of 1936. 

is now selling at 98 and shows a 

vield 6.25%, a yield which is unusual for 

1 power bond, the average among the 

\merican and Canadian companies gen- 
being around 5%2%. 

Of the $2,000,000 of this issue author- 

there are outstanding $1,023,000. 

The company derives power from the St. 

\nne River at Seven Falls about 35 miles 

Quebec, delivering power over its 

transmission lines to Quebec and adjacent 

communities. Company has a _ contract 

nti! 1940, calling for delivery of power 

to the Quebec Railway Light & Power, 

calling for over 10,000 horse power of the 

total generating capacity of 24,000 horse 


ver 


The 6% issue is a first mortgage on all 

ompany’s properties preceded only by 

an issue of $377,0000 of a subsidiary’s 
bonds. While many investors dislike to 
go without the country to make their in- 
vestments, the company seems well en- 
trenched as operating in a community 
which seems destined to grow. Interest 
charges are earned at present about 2% 
times which is fair. For a bond giving 
a first lien on hydro-electric properties, 
the issue seems attractive as giving a 
yield on a basis of its merits considerably 
higher than the majority of hydro-electric 


Issues, 
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Domestic and Foreign 
Collections 


F you finance transactions through the medium 

of drafts with or without documents attached, 
the collecting bank is a most important link in 
your arrangements. 


This Company handles an unusually large 
volume of collection business. Its service extends 
to all foreign countries, as well as throughout the 
United States. 


Through our own branch offices in Europe, and 
correspondents who have been carefully selected 
in this country and abroad, we render an excep- 
tional service. 

For the handling of drafts drawn on New York 
and vicinity, we have an organization which gives 
prompt notice of arrival, traces and locates cars, 
makes speedy presentation of drafts, and in other 
ways expedites payment. 

We invite you to send your collections through 
us. Full details will be sent on request to our 
Collection Department. 


Guaranty Trust Company 
of New York 


Main Office, 140 Broadway, New York 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


























*AVERAGE- PRICE « OF -40- BONDS - 


OUR RECENT msieTe —-1919 1920 1921 1922 


25 RAILROADS 

& INDUSTRIALS 
4 STREET RAILWAYS 
80 2 PUBLIC UTILITIES 
1 MUNICIPAL 


“Investment 8 
Suggestions” 


gives Moody's rating of % 
a number of high-grade 
bonds and stocks. 70 


—Shows the effect of the 65 
Federal Income Tax on 
the yield from dividends 


+U+5+GOVT+ BOND « AVERAGES< 
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as compared with interest 


—And the effect on the 
yield trom tax-free bonds 
as compared with tax- 


¢ 1922 - 
wi897071 JFMAMJJASOND JFMAM 


100 
AXABLE 
95 


able bonds. 
90 


Sent on Request 
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M.C. Bouvier & Co. 


Members New York Stock Exchange 
20 Broad Street 
New York 





MARKET STATISTICS 


N.Y.Times 
N.Y.Times Dow, Jones Avgs. ——50Stocks—~ 

40 Bonds 20 Indus. ny ae — —_. 
Friday, Sept. 7 . 92.84 9 : t 603 
ewe Sept. 8 69. 92.93 ; J 82.20 247,405 
Monday, Sept. 10 , 93.31 : . 82.20 572,650 
Tuesday, Sept. 11 . 93.61 1 ’ 82.40 621,7 30 
Wednesday, Sept. 92.05 ' . 81.50 836,350 
Thursday, Sept. 13 89.93 ‘ y 80.08 1,067,770 
Friday, Sept. 14 . 89.63 . ' 79.50 871,000 
Saturday, Sept. 15 . 89.05 J . 78.96 431,500 
Monday, Sept. 17 89.41 39 ; 79.22 669,550 
Tuesday, Sept. 88.50 J . 79.06 730,750 
Wednesday, Sept. 19... 89.17 . . 78.73 846,944 
Thursday, Sept. 20 76. 88.16 . . 78.84 556,700 




















Brooklyn- Manhattan 
Transit Company 


Underlying Issues 





BARGAINS are avail- 
able in the underlying a ¢ 

See Geate.at te STOCK MARKET+ AVERAGES wy 
old B. R. T. subsidiaries, i a 

which are undisturbed or 
reinstated under the Plan 
of Reorganization now 
officially ratified and ap- 
proved. Such underlying 
bonds rank senior to 
about $93,000,000 new 
6% Bonds, $24,009,900 
6% Preferred and 766,- 
500 shares of no par 
Common Stock, and may 
be purchased at prices 


Yielding From 
614% to 10% 


W™ Carnegie Ewen 
Investment Securities 
2 Wall Street New York 
Telephone Rector 3273-4 








B 25 RAILROADS 

8 25 INDUSTRIALS 

<< COMBINED AVERAGES 
OF 25R.R.675 INDUSTRIALS 
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HAS THE FEDERAL RE- 
SERVE SYSTEM FAILED? 
(Continued from page 985) 








lic opinion which understood the mean- 
ing of the different policies that were be- 
ipplied and was not afraid to express 
it moderately for or against them. 
Thus obliged to go ahead along is own 
and without outside guidance, it 
iid almost unavoidably have made 

e serious errors. 
mong these perhaps the most serious 
seen in the amendments to the origi- 
law which were engineered by the 
ird itself, and which have no sound 
basis in permanent banking experience. 
The opinion which is possibly safest 
and most generally acceptable on this 
question is that the Reserve System 
has been indispensable during the past 
ten years, and has been of vast bene- 
fit, but that is has developed into an 
emergency means of relief rather than 
a permanent regulator of banking. It 
has reached a point at which reorganiza- 
tion is necessary, and, unless such reor- 
ganization is obtained, it will probably 
find that its best days have already passed 
and that its future will be one of declin- 
ing usefulness and service. In a real 
sense, this will represent failure—the fail- 
ure which comes from inability to realize 
the capacities inherent in the great powers 
with which the System has been endowed 
or the courage to use them wisely. It 
will be observed that, in all this, no atten- 
tion has been paid to the current political 
balderdash about buildings, salaries and 
the like. Most of what is said on that 
re has only a small element of truth 
1 in any case is of only secondary sig- 

nificance. 

In later articles some further attention 
to secondary phases of the general ques- 
tion of the System’s service will be given. 





ASSOCIATED DRY GOODS 
CORP. 
(Continued from page 1007) 











earnings in the past few years been build- 
ing up a good reserve and steadily in- 
creasing the position of the preferred 
stocks, so that a fair conclusion is that 
both the first and second preferred issues 
are on the way to a higher investment 
rating. 

In their own way the common shares 
have been one of the features of the stock 
market this year. They sold as high as 
92 last spring and at the present writing 
are holding steadily between 80 and 85, 
and it seems to take but little buying to 
advance the price. 

If Associated Dry Goods is to be re- 
garded purely as a $4 stock, then the 
present price of the shares carries a lim- 
ited appeal to the average purchaser, 
whether he be investor or speculator. 
The present strength of the stock, 
however, gives an indication that the 
$4 dividend rate is not the climax, and 
earnings for the past three years fur- 
nish some proof of ability to pay more 
than $4 per share. 
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Don’t 
Buy Mortgage Bonds 
Without a Guarantee 








EAL ESTATE MORTGAGE BONDS are being offered 
to investors yielding 64 %—7% and 744%, when it is a 
well known fact that Banks and other institutions have avail- 
able millions of dollars which they are ready to loan on 
conservative first mortgages at 6% 


Why do borrowers go to such concerns and pay exorbitant 
rates when they can get loans from banks and title compa- 
nies at 6%? 


Investors should realize that they get nothing for nothing, 
therefore, there must be a reason for these high yields. 


The reason that a Bank or an Insurance Company will 
not loan even 50% on first mortgage on new buildings con- 
structed during the present inflation is because the mort- 
gage might become unsafe if materials and labor and especi- 
ally rents, should return to normal. 


Owners and builders of these new structures, not being sat- 
isfied with a small mortgage, are willing to pay higher rates 
and big bonuses in order to get a larger one. In many cases 
the mortgages are as high as 90% of the total cost of con- 


struction. 
Where is the Safety? 


Is it worth the risk of endangering your principal in order to get a little 
higher yield? 

All our Guaranteed First Mortgages are on homes or substantial income- 
producing properties worth as much again as the mortgages. 


We loan first mortgage money at 6%, take full charge of the mortgage, 
see that the property is adequately insured, that it is kept in good con- 
dition, that taxes are paid; collect interest and principal and give you 
ourunqualified guarantee, backed byourtotal resources of over $2,000,000, 
that every penny of principal plus 544% interest will be paid to you 
Our business is under the strict supervision of the Insurance Depart- 
ment ot the State of New York. Savings Banks, Trustees and Guardians, 
whose investments are rigorously restricted by law, invest a large part 
of their funds in Guaranteed First Mortgages. 


You can invest in amounts from $200 to $200,000. 


Take Subway to Borough Hall Station and talk the matter over with 
one ot our officers, or send for our interesting free booklet ‘‘The Gueran- 
teed Way to Independence’. Piease mention \, 16%. 











HOME TITLE 


INSURANCE COMPANY 


H. J. DAVENPORT, President 
Capital and Surplus Over $2,000,000 


51 Willoughby Street, ("25") Brooklyn 


Bank of Manhattan Building, Jamaica 


























Changing 
Conditions 


HE status of a bond 

or stock is often vi- 
tally affected by chang- 
ing conditions. 


Without obligation on 
your part, our Invest- 
ment Department will 
analyze your security 
holdings and suggest ex- 
changes should it seem 
advisable. 


TOBEY & KIRK 


Members New York Stock Exchange 


Founded 1873 


25 Broad St., New York 
208 So. La Salle St., Chicago 








Inactive Securities 


We will gladly furnish quotations 
on inactive and unlisted stocks and 
bonds. 


Orders executed in all markets. 


Inquiries Invited 


HAWLEY & STEWART 


111 Broadway New York 














The Situation in Oil 


An Article in Last Issue of 
THE BACHE REVIEW 


Copies sent on application 


J.S. BACHE & CO. 
ESTABLISHED 1892 
Members N. Y. Stock Exchange 


42 Broadway New York City 




















Mark A. Noble Theodore C. Corwin 
NOBLE & CORWIN 


Bank, Insurance and 
Industrial Stocks 
Telephone Broad 1111. 














IMPORTANT ISSUES 


Quotations as of Recent Date* 


— 73 
— 90 


American Arch (5P).... 69 
American Book Co. (6).. 85 
American Cyanamid (4). 65 — 68 
Pfd. (6) 73 —75 
Amer. Thread pref. ..... 3%— 4% 
Amer. Type Founders (6) 71 — 74 
Pid. (7) —100 
Atlas Portl. Cement (4).. 68 — 75 
Babcock & Wilcox (7)..105 —108 
Borden & Co. (8) —119 
Pfd. (6) —103 
Bucyrus Co. — 39Y, 
Pid. (7A) —105* 
Celluloid Co. — 90 
Childs Co. (8) —159 
Pfd. (7) —112 
Congoleum Co., 
(7P) 
Congoleum com. (8) new.112 
Crocker Wheeler (2).... 30 — 40 
Pfd. (7) 5 — 85 
Curtiss Aero & M. ...... Y— 8Y% 
Pfd. 28 — 33 
Jos. Dixon Crucible (8)..134 —139* 
Gillette Safety Razor 
y CRMC 
Ingersoll Rand (8..)....130 
McCall Corp’n 


Ist pfd. 
— 9Y% 
—114 


—265 
—135 
— 45 
—117* 


New Jersey Zinc (8P)...145 
Niles-Bement-Pond ~ 
Pid. (6) 
Phelps - Dodge 
tion (4) 
Poole Engineer’g 
Class A w. i. 
Class B w. i. 8 
Royal Bak’g Powder (8) .120 
Pid. (6) 97 
Safety Car H. & L. (6).. 8&4 
Savannah Sugar ........ 55 
Pfd. (7) 
Singer Mfg. Co. (7) 
Superheater Co. ($8P)...1 
Thompson-Starrett (4) 
Victor Talking Mach. (8) 140 
Ward Baking Co. (8)... 97 
White Rock (5) 45 48 
2nd Pfd. (5) 5 
Ist pfd. g 
Yale & Towne (4) ( 
* Dividend rates in dollars per share 
designated in parentheses. 
+ Listed on N. Y. Curb Exchang 
P—Plus Extras. 
x—Ex-Dividend. 
A—Arrears of 16%% being dis- 
charged at rate of 2% annually. 


Corpora- 


at, 





Market Quiet and Firm 


Over-the-Counter group acted true 

to form in the fortnight. Reac- 
tionary tone in listed stocks tended to dis- 
courage new commitments in the Over- 
the-Counter group, and investment-buying 
was on a considerably smaller scale, but 
price quotations remained firm. 

The ability of the Over-the-Counter 
list to hold firm in the face of down- 
swings elsewhere, as brought out in pre- 
vious issues, merely reflects the high in- 
vestment qualities of this particular mar- 
ket. Buying here is, in large measure, for 
more or less permanent holding, and hold- 
ers of the securities are not interested in 
the brief fluctuations of the speculative 
markets. Of course, any extended down- 
swing in business conditions, were one to 
ensue, would eventually have its effect on 
the earnings of Over-the-Counter com- 
panies, but as no such downswing appears 
on the horizon, there would be no purpose 
in anticipating it. 

One bit of news filtered through con- 
cerning one of the companies in our 
group: Safety Car Heating & Lighting 
directors, at their last meeting, ordered 
an increase in the dividend rate on their 
common shares—from 6% to 7% annual- 
ly. The followers of this company are 
inclined to believe that current earnings, 
in themselves, would have justified an in- 
crease to 8%, in which event the action 
taken may be said to reflect a very whole- 
some conservatism, and one beneficial to 


B Over-tie-Counte securities in the 


shareholders in the long run. The rail- 
road equipment business is one of the out- 
standing “prince or pauper” industries of 
modern times, and the long-time records 
of equipment companies would not encour- 
age over-hasty disbursement of profits, 
in dividend-form, in good times. 





APPLYING THE ACID TEST 
TO RAILROAD EARN- 
INGS 


(Continued from page 992) 








a whole, the large earnings of the currer 
year have been entirely due to recor 
traffic and economical operation, wit 
liberal allowances for maintenance. Ever 
in the cases of roads, such as Southe: 
Atlantic Coast Line, St. Louis South- 
western and Pere Marquette, where 
maintenance was cut to an appreciable ex- 
tent, the net earnings after full allowance 
for this situation are still large enough 
to make the securities of at least the first 
three of these carriers attractive at cur- 
rent prices. 

The maintenance situation changes the 
complexion of ’Frisco common and pre- 
ferred considerably and, as for some of 
those systems that have been making 4 
fine showing, many of them look consid- 
erably weaker after a study of the main- 
tenance figures in the accompanying table 


THE MAGAZINE OF WALL STREET 








DESIRABLE PUBLIC UTIL- 
ITY INVESTMENTS 
(Continued from page 1021) 











lection, which fact alone illustrates how 
lificult it is to obtain a fair return on 
short-term issues, at least, while originally 
uit out as a 20-year issue, they are now 
nly 3% years away from maturity. 

The uncertainties of the bond market 
have been such that many investors 
have preferred to put their money into 
short-term issues, on which they knew 
they would obtain the full par value on 
redemption at maturity. There has thus 
been an unusually large proportion of 
investment funds coming into this kind 
of bond, and as a result, yields are un- 
usually low, although-normally short- 
term bonds should yield more than long- 
term ones. 

Our survey of the field of public util- 
ity investments indicates that the least 
attractive to the investor at the present 
time are the long-term, high-grade is- 
sues, while among the short-term issues 
few yield enough to be worth while buy- 
ing at the present time. Among bonds, 
therefore, the best opportunities are to 
be found among medium-grade issues, 
whose companies have comparatively 
recently developed a high degree of 
earning power, or are still unfamiliar 
to the majority of investors. Among 
public utility stocks, the investment op- 
portunities are more numerous, but 
many anomalies still exist, and the in- 
vestor should exercise particular caution 
as to the purchase of stocks whose 
yields are relatively low. On the other 
hand, where the yield is found to be un- 
usually high, the proposed investment 
should be submitted to a special scrutiny 
before any action is taken on it. The 
securities selected in the accompanying 
list are believed to be capable of passing 
such a scrutiny and represent a sufficient 
degree of diversification to allow of 
choice among them to suit the specific 
needs of the individual investor. 





TRADE TENDENCIES 
(Continued from page 1027) 











trend toward commercial building. A 
number of projects that have been held 
up since last Spring will now be resumed, 
not so much because costs are lower but 
because the demand for basic materials 
has spread to such proportions that it is 
idle to hope for a reaction in the near 
future. Builders therefore have resigned 
themselves to the situation and are pre- 
paring to go ahead with their under- 
takings. 

The bulk of new activity will be cen- 
tered on commercial building which has 
been deferred to a large extent since the 
beginning of the war. Dwelling and 
apartment house building has undoubtedly 
reached its crest and in some quarters 
there has been over-building. No effect 
as yet has been discernible on rents, many 
landlords, in fact, attempting to secure an 
increase, particularly in such large cities 
as New York. 
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Are You 
Swimming 


With the Tide? 


The great rise and fall in the values of listed securities over 
periods of varied length may well be compared to a powerful 


under-current, which pervades the entire market and is always 


flowing (or getting ready to flow) in one direction or the other. 


The immense advantage of going with the stream is obvi- 
ous to any investor, but yet how many suddenly find them- 
selves bucking the tide—battling against the powerful flow of 


the market's trend—by buying or selling at the wrong time. 


No man or organization is infallible in predicting market 
values, especially the movements of individual stocks, but the 
Richard D. Wyckoff Analytical Staff, because of its facilities 
and its intensive study of underlying market conditions, has 
attained a degree of accuracy which makes an Associate Mem- 


bership a highly profitable investment. 


Why not secure expert counsel in a matter of such vital 


importance as your investment transactions? gt 
4 
i 
7 
The cost of Membership is an incidental Po THE | 
Z RICHARD 
Fé D. WYCKOFF 


ANALYTICAL STAFF 
42 Broadway, New York. 


factor when compared with the , 


4 


profits obtained and the losses P 4 


What can your staff do for me? 
I am interested in © Investments 
for a long pull or © trading or 
2 both. 
(Mark the ones you are interested in.) 
Pa My present holdings and available capital totals 
approximately $ 
This is to be held in strictest confidence by you 
4 1 understand there is no charge or obligation in send- 
ing for this information. 


avoided. oe 
~) 
co 


Send 


pon today for / 


in the cou- ? 
4 


details. ys? 


a 
7 


Sept. 29. 



































A Secured 6 2 % Note:— 


Maturing in 2 years. 

This issue is a high- 
grade and conservative 
investment. 


Secured by First Re- 
funding Mortgage 
Bond valued well in 
excess of the entire 
amount of these Notes, 


Yielding over 7%. 

The Orange County 
(N. Y.) Public Service 
Co., Inc., 2-Year 614% 
Bond S ecured Gold 
Notes. 





The convertibility of 

these Notes on an at- 

tractive basis is but one 

of several features which 

will appeal to the in- 

vestor. : 

Full information will be furnished 

upon request. 


Floyd-Jones, Vivian & Co. 
INVESTMENT SECURITIES 
Members New York Stock Exchange 


14 Wall Street, New York City 


























Oliver B. Bridgman Charles L. Edey 
Eugene K. Austin 


Bridgman & Edey 
Members New York Stock Exchange 
One Wall Street 
Telephone Whitehall 1815 
We endeavor to keep our customers 


constantly advised regarding their 
securities. 


























Investor’s Booklet 


in convenient pocket form 
containing current statistics, 
high and low prices of Stocks, 
Bonds, Cotton and Grain. 


Copy on request for MW-915 


CARDEN, GREEN & Co. 


Members New York Stock Eachange 














New York City 

State of Tennessee 

State of Oregon 
Cambridge, Mass. 

State of North Carolina 
New York State 

State of Delaware 

State of Kansas 

State 

Fort 


Z22Z2Z ZZZZZZZZ2ZZZz 2ZzZZ 


North Dakota 
Wallingford, Conn.—Tax Ex 


Milwaukee, Wis. 
Garfield, N. J 


Mississipp 
North 
Illinoi 


Bridgeport, Conn. 
State of Alabama 
Detroit, M 





ZZZ2Z2Z2 2 Z2Z2Z2ZZ2ZZZ2Z2Z2Z2Z ZZ ZZ 


HIGHER GRADE MUNICIPALS 


Galveston, Tex. .....-.0+eeeceeeceeeees 


N—Legal for Savings Banks in New York State. 


Rate 
Interest 
july 1999 
1925 
ey + 
ug. 
Apr. 18, 1972 
pr. 
July 1932 
open 1934 
ay 1925 
an. 1962 


ec. 1938 
May 1932-57 





QPATRRAD PPR 
BR RERK RK 


PPP Poo eee Some 
SSS RSSISSHSESrs 














STANDARD SECURITIES WHICH OFFER UNUSUALLY 
HIGH RETURNS 
(Continued from page 999) 








dollars’ worth. By the middle of 1922, 
six months later, the unfilled orders had 
gone up to over 9 millions, and by the end 
of the year they amounted to 49.3 mil- 
lions. As of June 30, 1923, they amount- 
ed to 54.7 millions, or enough to ensure 
capacity operations for the rest of this 
year, at least. 

The company has maintained a very 
conservative business policy, however, in 
spite of this rapid improvement. About 
99% of its business is domestic, for in- 
stance, so that its risk on unstable foreign 
commitments is very small. It did rela- 
tively little buying of materials during the 
boom of the first half of the year, as 
shown by the fact that, in spite of the 
great increase in operations, during that 
period inventories increased only from 
15.3 to 16.2 millions. 

It has also taken great care to keep its 
financial position liquid in the extreme, so 
that its working capital increased during 
the first half of this year from 39.7 to 


44.1 millions. In the latter item are in- 
cluded 15.3 millions of cash and market- 
able securities, while total current assets 
are something like 7 times the current 
liabilities. 

The $12.19 earned per share in the first 
half of the present year should be ex- 
ceeded somewhat by earnings in the sec- 
ond half, judging by amount of unfilled 
orders outstanding. It must also be re- 
membered that the number of shares now 
outstanding has been recently doubled 
through the issuance of 2 shares of no 
par value for each old share of $100 par. 
The present $6 rate on the new stock is, 
therefore, the equivalent of $12 a share 
on the old stock, which is more than twice 
the amount ever paid out in any recent 
year. 

With the large earning power now de- 
veloped and the backlog of unfilled orders 
which the company has, as well as its 
strong financial position, the dividend does 
not seem to be in any danger, and may 
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in the course of time be raised. Preced- 
ing the 500,000 shares of common out- 
standing are only 1.5 millions of sub- 
sidiaries’ bonds, and 25 millions of 7% 
cumulative preferred, charges on which 
are little over 1.9 millions, compared with 
an average of over 6 millions a year of 
income applicable to these issues. 

In view of the high yield, large 
volume of business and unfilled orders, 
and strong financial position, the high 
yield obtainable at present on Ameri- 
can Loco’s stock appears excessive, 
and the stock is cheap at current 
prices. 


COMPUTING-TABULATING- 
RECORDING 


Resistant to Business Depression 


HIS company manufactures auto- 

matic weighing machines, time clocks, 
sales, and other devices necessary to 
modern business. From the nature of its 
usiness, it has a large replacement de- 
mand, and an unlimited field for growth, 
while its products, being esential to the 
prosecution of business, even at a loss, do 
not suffer very much even when business 
prosperity declines. 

Its earnings have, therefore, shown re- 
markable stability in the last ten years, 
the lowest point reached having been $4.68 
on the common in 1914, while the highest 
was $15.90 in 1919, and the average for 
the ten years about $9.60 a share. Ex- 
cept for a setback during the slump of 
1921, its sales have been showing a steady 
increase, being in 1920, 2%4 times the vol- 
ime of 1916. 

The financial position of the company 
as of December 31, 1922, was good, cur- 
rent assets being 214 times current liabili- 
ies, and has been improved since by the 
sales of 19,655 shares of common stock 
to employees and stockholders at $75 per 
hare, and by the receipt of $513,000 in 
ettlement of a judgment for patent in- 
fringement obtained by the company 
igainst the Toledo Scale Co. 

The remarkable stability of the com- 
pany’s business is indicated by its ten 
ears’ record as follows: 


Earned per Paid per 
Year Share Share 
$3.00 


a First six months. 


The company’s business is stable, 
-apable of further growth, and has not 
in the past suffered much from gen- 
eral business depression, and the pres- 
ent dividend rate appears to be well 
within the company’s power to main- 
tain or eventually to raise. The stock 
therefore seems exceptionally cheap 
for investors. 
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U. S. Municipal Bonds 


Income Tax Free 


Yielding 4.25% to 5.75% 
Maturities from One to Thirty Years 


Canadian Municipal Bonds 


Payable in Gold in New York 
Yielding 5.25% to 6.25% 


Maturities from Five to Twenty Years 


We shall be glad to make specific offerings of any of 
the above issues on request for Circular M. W. 160. 
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pened to this company, among them be- 
ing the tremendous losses suffered on its 
investments, the great falling-off in for- 
eign trade on which it is usually depen- 
dent and the large volume of frozen 
credits which are tied up and which the 
company is with difficulty attempting to 
liquidate. 

Still, it is to be noted that, despite the 
large depreciation in financial assets, the 
company could theoretically liquidate (see 
table) its assets at a figure approximately 
double that of the market price of the 
stock. Should the company be able to 
liquidate a fair amount of its tied-up 
assets, thereby adding to its large cash 
resources, one of two altcrnatives could 
be chosen possibly profitably by the direc- 
tors, (1) to go into a new form of busi- 
ness which might prove profitable, or (2) 
liquidate completely, paying out to share- 
holders pro rata whatever could be liqui- 
dated. This amount, as indicated above, 
might run as high as $40 a share. Assum- 
ing, however, that only half this amount 
could be secured, holders at present prices 
could be paid out at a price without a loss 
to them. Those, however, who hold 
the stock at much higher figures seem 
to face an almost hopeless situation, 
and they are advised to switch into 
some other stock paying dividends 
and possessing a good outlook. Such 
a stock would be Moon Motors, sell- 
ing around 25 and paying $3 with ex- 
tras in dividends. 


Another Market Disappointment 


U. S. Rubber common is another issue 
which has acted in a disappointing man- 
ner in the market. In the first six months 
of ‘the year, “Rubber” earned $2.22 per 
share on the common and will probably 
earn between $4 and $5 per share for the 
entire year. This is not an especially at- 
tractive showing for a stock selling at 
over $40 a share. Still, this stock has 
done a great deal toward discounting its 
comparatively unfavorable position, and it 
is a question whether the stock is not 


U. S. RUBBER’S FINANCES 
(In Millions) 
June30 Dec. 31 
1923 1922 
Current Assets 132.7 
46.3 





Net working capital... 79.9 86.4 


actually selling somewhere near the lowest 
figures it is likely to reach in the period 
immediately ahead. Of course, there is 
remote chance for resumption of divi- 
dends, particularly in view of the rather 
unsatisfactory financial condition. How- 
ever, the company has great earning 
power, is the largest factor in the trade 
and should without much difficulty main- 
tain its position. Holders interested 
mainly in long-term prospects should 
continue to hold the stock even though 


it is not likely to command particular 
eminence in the market just now. 


A Final Illustration 


Marine preferred is another case of a 
lame duck in the market. In many ways 
the situation of this company is similar 
to that of American International. World 
trade conditions, the limitation of immi- 
gration to this country, the unsettled sit 
uation abroad which has discouraged 
American tourist travel, and, lastly the 
competition with American vessels, have 
contrived to completely alter the status 
of this company from one of the most 
prosperous of all to an extremely uncer- 
certain proposition. 

The stock, however, has already done 
a great deal toward discounting the sit- 
uation, and, at current prices of around 


MARINE’S WORKING CAPITAL 
(In Millions) 
1917 
1918 
1919 
1920 
1921 
1922 


20, has declined from a high of 47 this 
year and a high of over 80 last year. In 
the meantime, dividends have been sus- 
pended. A feature of some _ concern 
is the surprisingly poor financial con- 
dition of the company, and this lends a 
more speculative aspect to the stock than 
would otherwise be the case. Those who 
have held the stock for a long period 
will probably have to wait at least sev- 
eral years before they can see “day- 
light.” In the meantime, it would 
probably be better to switch into a 
stock such as Savage Arms, selling 
around 28, and which contains un- 
usual specvestment possibilities. 





WHAT A PRACTICAL OIL 
EXPERT THINKS OF 
THE OIL SITUA- 
TION TODAY 
(Continued from page 982) 











of their former importance), California 
is; what California is producing, Mid-Con- 
tinent is not. Refinery output is excessive; 
but the trend is toward a natural regula- 
tion of this factor. Trade elements will 
tend to squeeze out the superfluous re- 
fining capacity. 

Small companies have everything to 
fear in this situation. If they are re- 
finers, their situation has already been de- 
scribed. If they are producers, their wel- 
fare will depend upon their ability to 
finance their production, for it must be 
financed, somehow. You cannot stop the 
flow of a well. If you do, you render it 
liable to intrusion of water, and other 
damage. To keep it flowing, however, 
you must have an outlet for it. And, 


. especially where pipe-line runs are being 


pro-rated (or are in prospect of being 
pro-rated) the necessity of financing your 
own outlet (ie., storage capacity) be- 
comes even more urgent. 
Obviously, it is the old story of the lit- 
tle fellow not being in a position, physical- 
(Please turn to page 1048) 
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How to Get $1,806 Interest from 
a $1,000 Bond 


One thousand dollars invested in a fifteen-year 
Miller First Mortgage Bond, paying 7%, will 
bring you a total of $1,050 in interest—$35 in 
cash every six months, to be used as you 
please. 


If, instead of spending the interest money, you 
use it to buy additional Miller 7% Bonds, 
thereby compounding your money, you will 
receive in a lump sum in the fifteenth year a 
total of $1,806 from interest. Your original 
$1,000 will thus have amounted to $2,806. 


The $1,806 earned in 15 years at 7% compound 
interest represents an average of more than 
12% per year on your $1,000 investment. 


G.L. 


INCORPORATED 


ILLER & (CC. 


These remarkable returns are made possible 
to the investor because most of our issues are 
secured by income-earning structures in South- 
ern cities, where 7% is the prevailing rate. 
Miller Bonds secured by New York City prop- 
erty, and precisely similar to our Southern is- 
sues, pay 614%, the customary New York rate. 


To anyone who would like further information 
about compound-interest investing and about 
Miller Bonds, which have never caused a loss 
to any investor, we will be pleased to send our 
booklet “Creating Good Investments” and de- 
tails on how compound interest works. Mail 
the coupon today. 


G. L. MILLER & COMPANY, Inc. 

820 Carbide and Carbon Building, 

80 East 42nd Street, New York. 

Please send me, without obligation, the 
booklet “Creating Good Investments,” with 
circular describing a Miller 7% Bond Issue 


820 Carbide & Carbon Building, 30 E. 42nd St., New York and folder illustrating compound-interest 
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Memphis 
Buffalo 


“First —The Investor's Welfare” 
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$5 for the Technical Position 
of Any Stock 


Listed on the New York Stock Exchange 


nN an active trader you are not primarily in- 
terested in a detailed analysis of the stock in 
which you desire to place a commitment, but you 


often want, at once, a reliable opinion as to its 
technical position—whether it is advisable to buy, 
sell short, or remain neutral. 


Our $5 Consultation Service furnishes 
precisely this information. Not a 
lengthy report or analysis but an ex- 
pert unbiased opinion on what you 
should do with any stock listed on the 
New York Stock Exchange, at the 
time you call upon us. 


The comparatively insignificant cost of this service (only 
1/20 of 1% in the case of 100 shares) should emphasize 
its advantage to traders in either round or odd lots. It 
may properly be considered as a form of insurance 
against the probability of deliberately entering an ill- 
advised trade. Or it may confirm your own judgment, 





thus supplying that additional assurance often leading to 
the consummation of a successful transaction. 
Opinions will be rendered upon receipt of your remit- 
tance. 
A deposit may be maintained with us in order 
to insure instant response to requests for ad- 
vice by phone, wire or mail. 
Send in the coupon to-day, together with your check, i 
order that we may serve you without delay. 


TREND TRADING SERVICE, 
Consultation Dept., 
Suite 538, 42 Broadway, 
New York City. 


stand that I am to pay $5 for each opinion thus rendered 


advices transmitted 
‘Phone Telegram Mail 


Enclosed find $ 
against which you will charge for opinions at the above rate 
Name 


Street No. 


‘Phone No. 


Sept. 29 


SE 


| oO jo 
All telegrams sent collect—no charge for ‘phone messages New York City 


I have decided to avail myself of your service and from time to time will 
call on you for opinions as to the technical position of various stocks listed 
on the New York Stock Exchange in which I may be interested I under 


i have indicated, by checking box below, the manner in which I desire 


which please credit my account, 
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ANNOUNCING 


A Departure in Investment Advisory Service 
As a logical outgrowth of its affiliated investment services 


The Richard D. Wyckoff Analytical Staff 


INAUGURATES A NEW BRANCH OF ITS SERVICE 
To be known as 


The Investors’ Advisory Board 


The function of this new service is to protect the interests of in- 
vestors concerned mainly in the conservation of their assets and 
the income derived therefrom. Its aim is to secure, for its clients, 
the highest possible income commensurate with safety, bearing 
the individual needs of the clients in mind. 
The service, in effect, will be devoted to the needs of individual 
clients and will be highly personal in the fullest sense of the word. 
In this respect, we believe the function of the Investors’ Advisory 
Board to be absolutely unique. 
Among other important and novel features will be an Insurance 
and Tax Department which will undertake to advise clients with 
respect to the problems pertaining to these fields. This service 
is particularly adjusted to the needs of banks, insurance com- 
panies, estates, and investors of large means, though investors of 
more moderate means will find it of great benefit and undoubted 
rofit. 
In all respects, the Investors’ Advisory Board will act in a fiduciary 
relation to its clients, except that it will not actually handle their 
funds. 
Acting as a Special Board of Examiners on investments proposed 
and already held will be the following experts who are already 
well and favorably known to those acquainted with the Richard 
D. Wyckoff Analytical Staff and affiliated services. 
Mr. Benjamin Graham, one of the foremost investment experts in 
the country and an occasional contributor of note to The Magazine 
of Wall Street. 
Dr. H. Parker Willis, former Secretary of the Federal Reserve 
Board, who will act as consultant in investment policies affecting 
banks and financial institutions. 
Mr. E. D. King, Managing Editor of The Magazine of Wall Street, 
who will assist in directing the investment policy of the service. 
Associated with the above will be other investment experts and 
two special consultants, one on taxes and the other on insurance. 
The service has been planned with the utmost care and will only 
undertake to advise on investments for income. It will in no way 
be concerned with speculative matter. For that reason, as stated, 
it is especially adapted to the needs of large financial institutions 
and investors who are mainly concerned with the protection of 
their assets and the enhancement of their income. 
The service, in effect, is the last word in investment insurance and 
as such merits the careful consideration of those likely to gain 
from its advices. 
We shall be glad to submit further details, including fees and 
method of operation, upon request. 


INVESTORS’ ADVISORY BOARD 


of the Richard D. Wyckoff 
Analytical Staff. 
USE THIS COUPON 
INVESTORS’ ADVISORY BOARD 


of the Richard D. Wyckoff Analytical Staff, 
42 Broadway, New York, N. Y. 


Please send me full details concerning the above service. 


Sept. 29 











ly or financially, to weather the storm, 
He will have to suffer again, just as he 
has suffered in the past. It’s too bad, 
but— 

The big fellows—or such of them as 
there are—have little to fear, and much 
to gain. They are going through a pe- 
riod of reduced earnings now; but, in 
the last analysis, this will lead to a 
period of increased earnings later on. 


The Jeopardy of the Little Fellow 


It is knowledge of the jeopardy in 
which the slenderly ramified oil company 
always exists that has led students of oil 
securities to discriminate against them in 
the past. Petroleum history is full of 
instances of weird profits made by inci- 
vidual property owners fortunate enough 
to locate “discovery” wells. It is full of 
instances of equally “weird” profits made 
by big, long established and strongly bul- 
warked companies. But instances of suc- 
cess achieved and maintained by the small, 
independent oil company are few and far 
between. This sort has never proven its 
ability to stand the gaff. Students of oil 
securities advise steering clear of them 
a general proposition. 

Many factors arbitrate against the little 
fellow in the oil industry. In the first 
place, he has to take the wildcatter’s 
chance in his producing operations: The 
odds being about 100 to 1 against him, 
such success as he achieves is often heavi 
ly overbalanced by the losses he must 
sustain. 

In the second place, he seldom has re 
sources sufficient to tide him over depres 
sion periods. Often, his plant and inven 
tories were accumulated during a perio: 
of inflated prices; his capital obligations 
by the same token, are based on such 
prices, and depend for their security upo: 
their continuance. Hence, when depres 
sion comes, he is ill prepared to meet it 

In the third place, it has not been th: 
policy of any very high average of th 
smaller companies to bulwark their year 
to-year operations as they should. They 
are adept at capitalizing good times; but 
they are not prone to forestalling bad 
ones. Thus, we find them, in dozens o! 
cases, reporting (and often paying out) 
huge earnings on their common shares, 
but not reporting, nor conserving, the in 
termediary charges for Depreciation and 
Depletion which are such essential charges 
in the oil industry. As time goes on, and 
this policy continues, their balance-sheet 
position grows weaker and weaker; and 
when, at last, they fall in need of credit, 
they find that their credit is gone. 

Fourthly, the small oil company cannot 
sit back, like the big fellows, wait for a 
field to be developed by others, wait for 
those others to overstep their mark (as 
they so frequently do), then step in and 
“buy cream at skim-milk prices.” The 
little fellow must be constantly active 
He hasn’t funds enough to wait. In this 
handicap lies one of the chief obstacles 
to his success, 

Fifthly, it is seldom that the small in- 
dependent has funds enough to enable 
him to store his oil in such periods as the 
present. Thus, when the market becomes 
glutted, and individual runs are cut down, 
he is between the Devil and the Deep 
Blue Sea—forced to keep his wells flow- 
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ing, to protect them, but unable to make 
profitable use of the outflow. 

These, and a dozen other reasons ac- 
yunt for the prejudice of many students 
f oil stocks against small independent 
ssues. They account for my belief at the 
resent time that such securities as a class 
hould be avoided. 

As for the big companies, as I said be- 
ore, they are probably going through a 
riod of reduced earnings. On this basis, 
ommitments in them might well be de- 
layed, pending the time when the change 
or the better appears. On the other 
hand, it needs to be remembered (1) That 
the big fellows are strongly fortified just 
vhere the little fellows are weak, and 
thus well-equipped to withstand depres- 
ion, and (2) that the stock market has 
ecently gone a long way toward discount- 
ng the duller period through which they 
ire now passing and must, eventually, 
start discounting the happier and better 
situation which is ahead. My personal 
ypinion is that shares of a few of the 
strongest are attractive right now. Thus, 
1s an investor today, I would favor pur- 
chases of Texas Company, Standard of 
Indiana and Pan-American. 

As for the others on the list, I would 
regard each one from the standpoint of 
its individual merits, as reflected in the 
accompanying summary of conclusions. 





TEXAS GULF SULPHUR CO. 
(Continued from page 1023) 








but the stronger opinion seems to incline 
toward the favorable side. 

The industry itselfi—of which, as has 
een said, Texas Gulf is now an acknowl- 
edged leader—will no doubt prove to have 
been materially strengthened by the world- 
igreement entered into between the three 
lone American sulphur-producing com- 
panies (Texas Gulf, Union and Freeport 
Texas) and their only world-competitors, 
ver in Sicily, some months ago. 

This agreement is not without its hu- 
nan interest even to those not immediately 
nterested in sulphur, either from a se- 
urity or trade point of view. In the last 
inalysis, it amounts to a hugely satisfy- 
ng dividing-up of the entire globe be- 
tween the competitors mentioned. North 
(America is assigned to the three Ameri- 
can producers, Sicilian producers are 
awarded the Italian markets. The “re- 
mainder of the world” is divided up on a 
proportional basis, except that Sicily is 
“permitted” to export annually a total of 
210,000 tons of sulphur for the manu- 
facture of sulphuric acid. Under this 
agreement, some of the vexatious features 
of the competitive conditions previously 
existing seem likely to be removed. 

As for the relatively low selling-price 
of both sulphur and sulphuric acid, it 
may be suggested that, if it is the gap 
between producing costs and market 
prices which make a market-price, from 
the standpoint of a manufacturing com- 
pany, either high or low, the existing quo- 
tations from the point of view of Texas 
Gulf Sulphur, might be found illusory. 
Since Herman Frasch, fresh from inven- 
tions of great magnitude in the oil world, 
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The Choice of 
Big Insurance 
Companies 


Many of the largest life 
insurance companies, 
whose investments are 
regulated by law, invest 
thousands of dollars an- 
nually in our securities. 
As an investor you will be 
interested in our first Mort- 
gage Real Estate, Indus- 
trial and Farm Bonds. A 
request for Circular No. 
540-H will enable you to 


receive bulletins of latest 
issues. 
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Canal & Camp Sts. New Orleans 
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What Investments 
Do Insurance 
Companies Buy? 


This question is answered by 
the thorough investigation of 
the holdings of 201 insurance 
companies made by the Nation- 
al Association of Real Estate 
Boards. 

The report includes charts and 
figures explaining what the 
findings prove. 

You will be interested in this 
report as it is a good guide to 
investment. It will be sent to 
you free of charge, if you 
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devised his system of melting sulphur be- 
low ground by super-heated water and 
retired with what is believed to have been 
the greatest fortune achieved by any in- 
ventor, the Frasch process has become 
available to Texas Gulf as well as to 
Freeport Texas; and Texas Gulf has so 
improved on the system as to permit what 
is credibly reported to have been a very 
substantial lowering of production costs. 
In fact, an analysis of the company’s 
costs since its organization would prob- 
ably indicate a steady downswing, in the 
face of continued stability in the quoted 
market price. 


Conclusion. 


Texas Gulf’s comparative immaturity, 
and the irregularity of its earnings record, 
are factors to be corrected by time. The 
company is today enjoying a better in- 
quiry for its output than at any time, its 
market continues stable, its producing 
system is highly developed, and its re- 
sources probably greater than those of 
any other sulphur company in the world. 
Earnings for the first seven months of 
the current year stood up remarkably well 
by comparison with earlier results, and 
indicated a continuance of the up-trend 
noted since 1921. 

As said above, the shares of this 
company, constituting its sole capitali- 
zation, are selling on a most attractive 
basis from the standpoint of pure 
yield. Under existing market con- 
ditions, this cannot be cited as suf- 
ficient basis for a commitment now. 
When the financial skies are clearer, 
however, the issue might well prove 
a highly profitable speculative pur- 
chase. 





LETTERS FROM A HARD- 
BOILED FINANCIER TO 
HIS NEPHEW 
(Continued from page 983) 











were about even, with us 
still holding three-quarters of the en- 
tire outstanding stock. In those days the 
Exchange wasn’t so keen about taking 
care of the fellow who went out and sold 
what didn’t belong to him in the expecta- 
tion of hamstringing some other fellow. 
Considering some of the deals pulled off 
since and considering what Ahearn would 
have done to us had the positions been 
reversed, my proposition was more than 
fair. 

When he got tired of cussing us out 
he began to plead. Would you believe it, 
he actually pulled out a picture of his 
wife and child—I found out afterwards 
he was divorced and had no children— 
and actually wept. I also found out, too, 
that while we were nicking him good and 
plenty, he was about three million dollars 
distant from the poorhouse. For a mo- 
ment I weakened and called up Sid to 
see if we could make better terms. You 
see I was only about a seven-minute egg 
in those days. Sid listened without inter- 
rupting, and then said, “Give him the 
works,” and hung up the receiver. So I 
did. 

The result was we made a nice turn 
at Ahearn’s expense but still had most of 


share we 


California’s stock on our hands. Some 
time perhaps I'll tell you how we mar- 
keted enough to get the company going 
and eventually on a dividend basis, where 
it now is. Ahearn swore he would get 
even. He gave the story out to the news- 
papers, and you can bank that he didn’t 
paint any halos around Sid or me. That’s 
how I got the name of “Hard-Boiled 
Hobbs.” Perhaps I deserved it. But I 
am certain that if Ahearn’s position and 
mine had been reversed my name would 
have been “Hard-Up Hobbs.” 

I guess I’m getting garrulous in my old 
age. What I set out to say is that 
being sentimental and easy-going in Wall 
Street is like reading the scriptures to a 
pack of starving leopards. The sob sis- 
ters don’t last. 

I note quite an item for “entertain- 
ment” in your last statement of expenses. 
The best back-slapper I ever knew was 
the main support of Eberlin’s former bar. 
He paid heavy dividends to Fred but to 
no one else. Your aunt sends love, and 
says don’t forget to take the molasses and 
sulphur she sent you. She says it puri- 
fies the blood at this time of year. Prob- 
ably eight or nine hours sleep every 
night as a chaser won't do any great 
damage. 

Your affectionate uncle 
Henry. 





SOME STARTLING FACTS 
ABOUT RAILWAY EQUIP- 
MENT TRUSTS 
(Continued from page 991) 








(Column “A,”, 6 years) that the value 
of the equipment is as great as_ the 
amount of outstanding notes. 


Three Familiar Examples 


The next three examples are all issues 
of well known companies which differ 
from the conventional type of equipment 
notes, both as to the amount of initial 
cash payment, and in that repayment of 
the notes does not begin until several 
years after date of issue which latter fea- 
ture of course nullifies to a greater or 
less extent the benefit that the larger 
initial payment would otherwise afford 
the investor. Furthermore, these three 
issues were all put out during 1920, and 
while it is not to be supposed that the 
cost of the cars and engines was the 
same in each case, we may assume that 
they roughly approximate the average, in 
which case the figures in Column headed 
“3 years” will give a fairly accurate index 
of the present position of these issues as 
regards the value of the security behind 
them. 

The Union Pacific 7s (Example 3) 
were issued to the extent of only two- 
thirds of the cost of the equipment, 
affording a larger initial equity than usual, 
but no instalment of notes is payable un- 
til the end of the fourth year, 1924, when 
annual payments of 1/12th of the total 
issue begin and continue up to 1935, 15 
years from date of issue. As shown by 
the table, the 25% decline in the costs of 
rolling stock in addition to the usual de- 
preciation, has by this time more than 
offset the original 33%% equity, so that 

(Please turn to page 1052) 
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“Our information isn’t complete— 
call up The Equitable” 


A MANUFACTURER received by telegraph a large order from a 
far-western company. The order was attractive, butit required 





acceptance or rejection that day. 

“Call up The Equitable,” said the credit manager, and with- 
in a few hours a complete and favorable report covering the 
distant firm was upon his desk. 


The ability of The Equitable to furnish credit information 
promptly isa special feature of its commercial banking service, 


Our credit facilities are available to correspondent banks for the 
benefit of their larger customers. Write for full particulars, 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 





COLONIAL OFFICE 





UPTOWN OFFICE 
Madison Ave. at 45th St. 


FOREIGN OFFICES 


LONDON: 10 Moorgate, E.C. 2 

Bush House, Aldwych, W.C.2 
PARIS: 23 Rue de la Paix 
Mexico Cry: 48 Calle de Capuchinas 


37 WALL STREET 


IMPORTERS 
AND TRADERS OFFICE 
247 Broadway 


222 Broadway 
DISTRICT REPRESENTATIVES 


PHILADELPHIA: Land Title Building 
BALTIMORE: Calvert and Redwood Sts. 
CHICAGO: 29 South LaSalle St. 

SAN FRANCISCO: 485 California St. 
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10,000 MenRebel 
_— Old Age! 


An astounding discovery has 
been made by a member of the 
American Association for the 
Advancement of Science--al- 
ready more than10,000men have 
experienced amazing results. 
Medical science has long known 
that 65% of all men past middle 
age have nee emp and trouble 
many men do not 
a -+~ + they have such a 
disorder--often until it is too 
late and the surgeon’s knife is 
the only recourse. The many 
inful conditions such as Scia- 
ica, aches in back, feet and 
legs, frequent ni ht rising, 
ete., commonly called old Mn Be wy are often a direct 
result. But no ~~ is it always necessary to put 5 
these conditions. Foremost physicians advise you 
this method--there , 1 no drugs, electric rays or books. 
Used in your own Doctors, statesmen, bankers. 
lawyers, men of every noeGeenion are a Write at 
once for interesting Free Booklet. 


THE ELECTRO THERMAL COMPANY 
4426 West Main Street, Stoubenvilic, Ghle 


PARTIAL 
PAYMENTS 


Financial reward follows surely if 
you act in sympathy with fixed in- 
vestment laws. invested now in 
sound securities at 7%, and $10 a 
week regularly grows to almost 
$10,000 in ten years. Full plan sent 
on request. 

Ask for MW-80 


McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston 


Responsible firm offers 600,000 stockholders as 
pm from corporate records (1923) of utility, 
rubber, motor industries, mortgage bond, 
Also 300,000 small town country in- 
vestors (by States). Average worth $5,000.00 
minimum. Guaranteed 100% accurate with re- 
placement. Typewritten on white bond paper. 

5.00 for ea names and addresses. Try 1000 
‘or $9.00. L. MARTINEK COMPANY, 27 
Humphrey Street, Corona, N. Y. 


’ 


banks, etc. 








COMPOUNDED 
Semi-Annually 

on investments in monthly payments or 
| sums; Safety; Real Estate Security; 
Tax Exempt; State Supervision. d 
for Details. 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 


9 




















BUSINESS OPPORTUNITIES 


$100,000 Needed 


Well established Engineering and Contracting 
firm is in need of more capital in order to accept 
new contracts offered. We have specialized in 
the design and construction of industrial and 
public work; can show highest testimonials of 
service covering design and erection of many 
notable buildings and bridges throughout New 
York State. We have an established clientele, 
trained organization, contracts on hand and offer 
an exceptional opportunity for someone to buy 
into a going concern. Will be pleased to furnish 
full particulars and references to interested parties. 





Address Engineer 
c/o The Magazine of Wall Street 
42 Broadway, N. Y. City 





the amount of notes outstanding exceeded 
the value of the equipment by 5% on 
June Ist, the end of the third year, and, 
inasmuch .as no notes matured this year, 
the depreciation for the coming year will 
increase this negative equity to 11%, be- 
fore the first instalment of notes matures 
next June. In the fifth and sixth years, 
too, before the payment of the notes then 
due, there will be a negative equity, but 
after the third instalment is paid in 1926 
(Column “A”—6 years), the value of the 
equipment will again exceed the amount 
of notes outstanding, assuming, of course, 
there is meanwhile no further decline in 
costs, and thereafter the equity will in- 
crease rapidly. 

The Illinois Central 7s (Example 4) 
differ from the Union Pacifics in two re- 
spects: the initial cash payment was 40% 
as against 334%, and the notes mature 
1/1lth annually from the fifth to the fif- 
teenth years instead of 1/12th from the 
fourth to the fifteenth years inclusive. 
Thus the purchaser of Illinois Centrals 
originally enjoyed a substantially larger 
equity and will continue to do so until 
next year after the first instalment of 
Union Pacifics is paid, but thereafter his 
advantage is almost entirely offset by the 
fact that the first instalment of the notes 
is not paid until the end of the fifth year, 
one year later than the Union Pacifics. 
It is interesting to note also that a pur- 
chaser of Illinois Central enjoyed, at time 
of issue, twice as great an equity as a 
purchaser of the typical issue in Ex- 
ample 1, but, due to the deferring of the 
first payment for five years, his advan- 
tage will be entirely lost next year and 
thereafter the two will be practically on 
the same footing. 

The next issue—Example 5, discloses 
the unusually large initial equity of 45% 
with the result that it now shows and will 
show throughout its life an equity for the 
holder, and would do so even if the cost 
of equipment should drop to 70% of the 
1920 cost before the first instalment is 
paid off in 1924. 


The credit of the three railroads whose 
issues have been considered is of the best 
and, therefore, the lack of equity behind 
the Illinois Central’s and Union Pacific’s 
is a matter that need cause the investor 
no concern, as the preferred stocks of 
thes roads, and even their common stocks, 
are highly rated as investments, but if 
other railroads, which are at present in 
bad shape financially, had issued equip- 
ment notes in 1920 on the same basis, 
their purchaser might by naw have found 
himself in a precarious. situation. 

This condition, which has resulted in 
wiping out the equity behind many issues 
of notes, while it is an unusual one, 
should be constantly borne in mind in 
times of high costs, and by that is meant 
either high absolutely as in 1920, or rela- 
tively high as at present, and the table 
of values herewith is of use not only now 
but will apply equally well to notes now 
being issued if, at the end of three years, 
equipment costs should have dropped to 
75% of their present-day cost which is 
not unlikely when it is considered that 
such a further reduction would still leave 
prices 50% or more above the 1910-1914 
average. 

The foregoing considerations lead to 


the conclusion that equipment notes 
should be selected with a view to the tan- 
gible security behind them, whether the 
general credit of the road be good or bad, 
for where the notes can stand on their 
own feet, that is, where the value of the 
rolling stock is ample to provide funds 
for the retirement of the notes, the note- 
holder is virtually relieved of the aver- 
age bondholder’s chief risk, i.e., the pos 
sibility of the issuing corporation becom 
ing insolvent. In other words, a wel! 
secured railroad equipment note is one o 
the most desirable forms of investment 
if the comparatively short maturity is no! 
considered an objection, but the discrimi 
nating investor will always make sure o 
his equity by ascertaining the date o 
issue and comparing the cost of equip 
ment at that time with current costs re- 
gardless of how generous the equity may 
have been originally. 





TWO FINANCIAL 
“DAVIDS” 
(Continued from page 979) 











against claims of $14,000,000. The Stutz 
stock brought $20 a share. 

On November 20, 1922, Allan A. Ryan 
was discharged from the bankruptcy 
courts and announced that he would re- 
turn to the financial district in an en- 
deavor to recoup his fortunes and pay off 
every dollar which his creditors had lost. 


A Lochinvar from the South 


About a week after the time Allan A. 
Ryan began his financial life anew, one 
Clarence Saunders of Memphis, Tenn., 
announced that those misguided individ- 
uals who had had the temerity to sell his 
Piggly Wiggly Stores stock short on the 
Chicago and New York Stock Exchanges, 
were likely to receive a severe chastise- 
ment. 

Born in Amherst County, Va., forty- 
two years ago, Saunders began his com- 
mercial life as a wholesale grocery sales- 
man in Memphis, Tenn. He not only was 
a good salesman but he had ideas and ini- 
tiative, together with executive ability. 
He conceived a novel “cash and carry” 
plan in connection with the retail grocery 
business and had succeeded in building up 
a chain of stores which did last year a 
gross business in excess of $30,000,000. 
The company was apparently well man- 
aged and prosperous and had been largely 
financed by the sale of its stock to inves- 
tors throughout the country. 

On November 22, last year, the press 
reported that President Saunders was on 
his way to Chicago with a suit-case full 
ot money and that the shorts were in for 
a bad time. The following Monday Piggly 
Wiggly jumped from 44% to 47% on 
sales of 23,165 shares. If the shorts were 
nervous they gave no sign. 

From then on Piggly Wiggly climbed 
gradually upwards. In December, Mr. 
Saunders was quizzed by the governors 
of the Stock Exchange and again in the 
following January. On the latter occasion 
it was announced that no corner in the 
stock existed. But Saunders continued to 
buy up all stock offered, and it was stated 
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that he was backed by unlimited re- 
sources. Rumors of a corner in the stock 
flew thick and fast, and on March 13 an- 
other inquiry into the status of affairs 
was inaugurated. Then things began to 
happen. 

Jesse Livermore, who had been acting 
s pool manager for Saunders, was de- 

ed by wire, and Saunders made call 

delivery of all short stock. 

t was stated at the time that the short 
nierest totaled 42,000 shares of which 
4.00 was on the Chicago Stock Exchange 
ard 38,000 on the New York Stock Ex- 
change. 

On Monday, March 13, Piggly Wiggly 

ened in New York at 77 and sold up to 
79%. The next day, after opening at 

4, it boomed up to 124, jumping from 

to 6 points between sales. There was 

longer any doubt but that the issue had 

n cornered, and the Exchange took 
prompt action and suspended trading in 
that security. 


Offered to Settle at 150 


Like Ryan, Saunders defied the Ex- 
change and gave the shorts twenty-four 
hours in which to settle at $150 a share. 
After that, he said the price would be 
$250. He stated that he had bought 198,- 
972 shares of the outstanding 200,000 
shares. He abused Wall Street and the 
New York Stock Exchange in no uncer- 
tain terms, and, like Ryan, held himself 
up as martyr to the machinations of the 
bandits of the financial district. No com- 
pany in which he was interested, he said, 
should ever have anything to do, directly 
or indirectly, with Wall Street. 

Later, Saunders reduced his settling 
price to 100 at which figure, it is assumed, 
that the balance of the outstanding short 
interest stepped up and paid the captain. 
Saunders’ profits on the transaction were 
figured at from $2,500,000 to $7,000,000, 
and, like Ryan, he was hailed as a con- 
queror of the money barons of the finan- 
cial district. 


The Aftermath 


From this point on the story is the same 
as that of A. A. Ryan. In his operations 
Saunders had obtained the backing of sev- 
eral large banking institutions. Piggly 
Wiggly stock as collateral with a mar- 
ket on the New York Stock Exchange 
of between 50 and 100 a share was one 
thing, but the same stock off the Ex- 
change with no definite market was an- 
other. 

The -banks demanded their money and 
intimated that their opinion of Piggly 
Wiggly as collateral had undergone de- 
cided revision. It must be said for Saun- 
ders that he made a gallant struggle to 
meet the crisis. The loyalty of his home 
city, Memphis, was appealed to and a big 
dinner was held at which Saunders was 
acclaimed a conquering hero. Commit- 
tees were formed to sell the Piggly Wig- 
gly stock Saunders had acquired, and the 
campaign opened with a blare of trumpets 
and appropriate red fire. 

But the good burghers of Memphis, 
Tenn., are a canny lot. In the cold gleam 
of the morning after, the extravagant 
promises of the night before began to 
take on a different aspect. They were 
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International 
Acceptance Bank 


INCORPORATED 


31 Pine Street, New York 


Capital, Surplus and Undivided Profits $16,400,000 


A Complete International 
Banking Service 


PAUL M. WARBURG DANIEL G. WING 
Chatrman of the Board Vice-Chairman 


F. ABBOT GOODHUE 
President 


Our Booklet “Acceptance Financing” will be sent on request 























NOW OPEN 


Under Same Management 


KNICKERBOCKER 
GRILL 


42nd Street at Broadway 
Phone Bryant 2138 


LUNCHEON & DINNER 


‘Popular Prices 


























KEEP POSTED 


The books, booklets, circulars and spe- 
cial letters listed below have been pre- 
ared with the utmost care by investment 
ouses of the highest standing. They will 
be sent free on request, direct from the 
issuing house. Ask for them by number. 
We urge our readers to take full advan- 
tage of this service. Address, Keep 
Posted Department, Magazine of Wall 

Street, 42 Broadway, New York City. 





BUILDING AN INCOME WITH 
GUARANTEED BONDS 
A booklet free of cost about bonds 
free from worry! It shows the way 
to financial independence and can be 
read in ten minutes. (255)) 
INVESTMENT GUIDE 
Issued by the oldest first mortgage 
house in Chicago. It explains how to 
invest savings at the highest interest 
rate consistent with safety. (256) 


PROFIT SHARING BONDS 
A booklet describing how a security 
has returned 9214% to bondholders in 
slightly over 9 years. (268)) 

GUIDE BOOK TO HIGH-GRADE 

CANADIAN INVESTMENTS 
The best review of Canadian securities 
published. It gives authoritative de- 
tailed information on 53 standard 
Canadian securities, yielding from 5 
to 744%. (271) 


A TIME SAVER FOR BOND 
HOLDERS 
A loose-leaf security record for record- 
ing income tax data, interest payment 
dates, maturities, yield, taxable status, 
etc. Binder & loose-leaf forms fur- 
(272) 


nished on request. 

MONTHLY REVIEW 
With analysis of Atchison, Crude 
Oil situation and general informa- 
tion. (274). 


QUESTION ANSWERED 

An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 
ness. It shows how orders are treated 
from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 


USE OF OPTIONS 
The exceptional profit possibilities in 
Stock Options and their uses to sup- 
plement margin and for protection 
against losses in the Stock Market 
fully explained in a free circular. 
284 


SYSTEMATIC SAVINGS 
An interesting booklet describing a 
striking plan for investing while you 
save. Ask for a copy—the booklet 
contains something worth while. (286) 


DIVIDEND PAYERS AND HIGH- 

GRADE BONDS 
Some bonds and a large number of 
preferred and common stocks with 
Moody’s Ratings, and in a good posi- 
tion marketwise, are recommended in 
a circular issued by an old established 
stock exchange house. (287). 


BOND TOPICS 
A booklet published bi-monthly which 
contains interesting bond information. 
You should send for a free copy. Ask 
for 289. 


THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to 
judge the market more accurately. 
Sent for 3 months without charge. 
(290) 








whole-heartedly pro-Saunders and anti- 
Wall Street, up to the point of where it 
became a matter of expressing this senti- 
ment in hard cash. They cheered Saun- 
ders on but held fast to their ducats, and 
the great selling campaign fizzled inglo- 
riously out. 

Meanwhile the banks became more in- 
sistent. So now it was a conspiracy of 
bankers, Saunders said, who plotted to 
encompass his downfall. He asked for an 
extension until September 1 and obtained 
it. Before then he was compelled to ad- 
mit, however, that he was unable to take 
up his loans. Towards satisfying his 
creditors he made over his stock in his 
various enterprises and all his personal 
belongings, including a $500,000 mansion 
which was in the course of completion. 


Who Was Right? 


Was the New York Stock Exchange 
justified in the action it took against Ryan 
and Saunders? The answer is that in 
listing securities on the big board one sub- 
scribes to certain rules and regulations. 
One of them is that there must be no 
corners in securities. Whether such a 
regulation is fair or unfair is beside the 
point. It exists and must be observed like 
other “ground rules.” Both Ryan and 
Saunders were undoubtedly aware of such 
a rule as it is of long standing and gen- 
eral knowledge. If they did not care to 
observe it they should have kept their 
companies off the big board. A person 
who sits in a game of any sort is bound 
by the conventions and regulations of that 
game. 


Analogy of the Ham 


It is doubtful if either Ryan or Saun- 
ders could have enforced their extreme 
claims against the shorts in any equity 
court. Recently an individual in New 
York City ordered a ham from a delica- 
tessen store. The ham was delivered and 
a bill for $11 presented at the end of the 
month. The buyer refused to pay and the 
seller refused to abate the-charge. The 
courts decided that the price of the ham 
was unduly high and ordered a settlement 
on a more equable basis. If the delica- 
tessen merchant had been unable to ful- 
fill the contract for the reason that the 
buyer had meanwhile cornered the ham 
market, and there were none to be had 
except at exorbitant figures, it is hardly 
conceivable that the courts would have 
done otherwise than to order the buyer 
of the ham to accept settlement on an 
equable basis. 

Now Saunders and Ryan were in the 
position of the buyer of the ham and the 
shorts in the position of the seller. The 
sellers could not deliver because the buy- 
ers had cornered the market. It goes 
without saying that a fair settlement price 
would have been vastly less than 700 a 
share for Stutz and much less than 150 a 
share for Piggly Wiggly. As this is writ- 
ten the former is quoted around 13 a 
share and the latter at about 25. 

Thus the two young Davids who came 
to slay the Wall Street Goliath remained 
to pay. Their shoulders were not broad 
enough for the mantle of the late James 
R. Keene, the greatest of all market ma- 
nipulators. Their threats and fulmina- 


tions against Wall Street and the New 
York Stock Exchange have come to 
naught. The fundamental reasons for 
their failures, as previously stated, lay not 
in Wall Street and the financial district, 
but within themselves. This they may 
have now learned, and among other. 
things that the Wall Street code insists 
you must take your punishment and keep 
your mouth shut. The financial district 
is an institution, the result of years of 
evolution. Individuals are but incidents in 
its career. Men may come and men may 
go, but Wall Street goes on forever. 





HOW THE PERSONNEL DI.- 
RECTOR DEVELOPS THE 
HUMAN SIDE OF 
BANKING 
(Continued from page 1010) 











conducted by practical bankers; and prac- 
tical officers of some of the larger banks 
devote a considerable part of their time 
to this work. 

One of the most important branches ot 
the personnel director’s work is that of 
keeping the record of all employees, On 
entering the bank, each of the essential 
facts regarding the employee, together 
with education, data and information re- 
garding former employment, is entered 
upon a card. On this card is also entered 
later, the record of attendance, educational! 
record since entering the bank, and thie 
most careful record covering the work 
during the service in the bank. On ac- 
count of the nature of the banking busi- 
ness, involving the handling of moneys and 
securities, it is more essential to obtain a 
closer insight into the personal life and 
habits of the worker than in almost any 
other field. And as a bank is largely a 
service institution its success or failure is 
governed to a large extent by the type 
and calibre of the employee. At least 
twice a year a report review of the indi- 
vidual is secured covering such qualities 
as, interest in duties, attention to work, 
initiative, quickness to learn, speed, qual- 
ity of work, thoroughness and accuracy, 
amount accomplished, deportment and con- 
duct, and value to department or bank 
All of these items are usually rated by the 
heads of the department and thus re- 
viewed by the officer in charge and the 
Personnel Department. The ratings used 
are, exceptional or excellent, good or 
above the average, average or fair, and 
below average or poor. In the same man- 
ner the following subjects are covered 
character, loyalty, trustworthiness, tact, 
courtesy, disposition, intelligence, and ap- 
pearance. 

The necessity for complete and exact 
records of this sort is becoming more and 
more recognized by up-to-date banking in- 
stitutions. In smaller institutions, these 
records are kept by the chief clerk, the 
assistant secretary or assistant cashier. 

Other activities which come under the 
head of welfare work include magazines 
or bulletins, often published in the in- 
terest of the employees, and luncheon 
facilities provided by the bank. 

The work of the personnel director is 
to promote the health, happiness and 
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progress of his bank’s employees. It 1s 
his objective to take the machine element _ ‘ 10,000 Acres of Land and 
ut of banking work as far as that is ae wad This Historic Colonial House 
! umanly possible. The position of per- a 3s -3 3 f built in 1753 and occupied by the man who became Mary- 
mnel director will be large or small ac- — a . land’s first Governor, This is the old Catoctin Furnace 
wdingly as the incumbent makes it. It ' ay ¥ eo po py G- an ne 


: ° . A ‘ee ; ; aN - containing 17 rooms, each with old brick fireplaces made 
hould be one of the biggest jobs in a ‘ with bricks brought from England and which was the Old 


unk. Master's Home. The House is steam heated and electric 

b lighted and is furnished with sparkling water from one 
of the numerous Mountain Springs. It is in elegant con- 
dition. It is located on the east edge of the 10,000 acres 
of land which is on the eastern range of the Blue Ridge 


BANK PLANNING AS A ; ' Mountains, and fronts on the State Road for 24% miles, 


running from Baltimore and Washington, D. C., to Gettys- 


SCIENCE burg, Pa. It is 60 miles west of Baltimore and Wash- 


ington, and 12 miles from Frederick, Md 
- ° ° : a About 2500 acres of the land has an elevation of 1800 
(Continued from page 1011) * P : feet, and is almost level, while 7500 acres are moun- 
w ‘ tainous and contains a number of tracts of good timber 
Heavy deposits of Iron ore are said to be on the property 
Electric cars pass within a block of the old Homestead, 
" , nares ‘. and also State Road. This is just the place for a Club or a man of means as it has numerous smal! lakes and 
Coming back to the building, the point creeks that are well stocked with game fish, while the timber lands have plenty of game. It is a perfectly safe 

° investment as a growing timber proposition and the price is only $5.00 per acre 
sught to be made that the most sensible 


plan of procedure is to study organization Price $50,000 (‘A Cash) 


and methods of procedure first, to de- JACQUES & HAUVER (OWNERS), SMITHSBURG, MD. 
sign a comprehensive and adequate plan 
of both, and then adapt the building to 
the organization; but until within recent 
vears the opposite process was the prac- 
tice. 

Practically every large bank in New 
York City has had the experience that e ° ° 
within a few years after removing into — the First Sowing Produces 
their new or remodeled quarters they have 
outgrown every anticipation. Of course, 
this does not imply that in general a 
banking institution is justified in planning 
much beyond its reasonable needs for the LZ 17 
future, but so often these are underesti- 45 Augeles Cimes 
mated and provision for growth at the Eastern Representatives: 
point where growth is likely to occur is WILLIAMS, LAWRENCE & CRESMER CO. 


not met. In estimating space require- 225 Fifth Ave., New York Harris Trust Bldg., Chicago 
ments, they do not separate the problem . 


into its component elements; consequently, 
they overlook the varying rates of growth 
of the different departments and are 
therefore unprepared for expansion as the 
need occurs. 


In a combined banking and commercial 
structure expansion is usually vertical. ODS | Q>( K 
This implies that the floors immediately “A 


adjacent to the banking quarters should 
be held in reserve in anticipation of _— . 7’ = 
growth, but in the meantime rented to represents the latest achievement in typewriter 
outside tenants on short-term leases. construction; gives the greatest measure of satis- 

Some examples of well arranged new factory service and a quality of work that is un- 
banks: 

assed. 
Federal Reserve Bank of New York, oar 
Guaranty Trust Co. (Uptown Branch), 


Bankers Trust Co. (Uptown Branch). The Composite of Everything (Good 

Federal Reserve Banks: Concerning ° 
the Federal Reserve system it should be Typewriters 
said that it has lost no opportunity, 
amid the tremendous operating problems 
accompanying its growth, to secure the 
best advice bearing upon layout, pro- 
cedure and equipment, and that commit- 
tees within the individual banks as well 
as for the whole system, have been at 7 
work constantly in an effort to improve : ’ Ask For 
conditions. 

There is no question that there is much . nis Demonstration 
lost motion in banking, and that one of 
the main characteristics of good manage- 
ment, namely, simplicity, is not always 
present. Sometimes this is due to faulty 
or over-elaborate organization. At other 
times it is due to the fact that the cashier, 
who is the chief administrative officer, 
carries an undue burden. T : > 

We of course advocate the establish- Woodstock ypewriter ompany 
ing of a Planning Department in any 


bank which has more than 100 to 150 em- 298 BROA DWAY NEW YORK 


ployees. We find our best point of con- 
tact with the head of such a department, 
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The same principle applies to the Los Angeles advertising 
field, where most financial advertisers reap their results 
through The Times exclusively. 












































PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 
Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 














Stock Options 


Offer great money-making 
possibilities. No margin is 
required, as the risk is lim- 
ited to their first cost. 


Investigate the advantages 
of this valuable method of 
stock trading. Circular W, 
describing their employment 
in place of stop orders; to 
supplement margin; their in- 
surance value, and other im- 
portant features will be sent 
free upon request. 


Write us for quotations. We 
can always offer the most at- 
tractive contracts for either 
large amount of stock or odd 
lots. 


S.H. WILCOXS Co 
PUTS ana CALLS 
G d by Members of the 
New York Stock Exchange 
66 BROADWAY NEW YORK 
Tel. Bowling Green 9893-4-5-6 





because he usually is well-chosen, is alert 
for opportunities for improvement and 
makes a good cooperator with us. 

Common errors of arrangement or con- 
struction: In this connection, I have no- 
ticed that in many of the banks in Chi- 
cago the toilets are centralized on one 
floor, This is done obviously to cut 
down the cost of supervision and main- 
tenance from the building standpoint; on 
the other hand, opportunities for loafing 
are inviting and, naturally, such an ar- 
rangement adds to the operating costs of 
the institution housed in the building. 

Another common error is the insuffi- 
ciency of space assignment, even taking 
the most modest estimate of what consti- 
tutes adequate space. 

In bank buildings in general, illumina- 
tion, ventilation and noise, three of the 
most important factors in their influence 
upon output, frequently leave much to be 
desired. 

Also, banks overlook the fact that the 
biggest item of administrative cost is the 
payroll and that the problem is to get a 
good return on that investment in labor. 
Therefore, it is good policy to make an 
adequate investment in the capital expen- 
diture intended to produce a good return 
on the payroll. 

One of the important things for a bank 
to do is develop effective elements of 
executive control—to functionalize the 
work. This is now separated into operat- 
ing departments, but the question of con- 
trol of these departments is not always 
easy to define, nor do we always find in 
banks proper delegation of authorities, 
responsibilities and duties. This is an 
organization problem and on its solution 
is dependent the attainment of §satis- 
factory results from improvement work, 
whether in the field of office planning or 
in any other. 





HAS THE TIME COME FOR 
THE AMERICAN BANK- 
ER TO HELP FINANCE 

EUROPE? 
(Continued from page 1013) 











general revival of world commerce is nec- 
essary to the development and the restora- 
tion and increase of our foreign trade. A 
lasting revival of world commerce is pos- 
sible only after an adequate financial re- 
organization in Europe which in its turn, 
while it cannot take place without deep- 
cutting internal reforms, and while it 
must start from within, cannot be suc- 
cessfully accomplished without our active 
support, material and moral. 

This support given, not only for the 
general good but just as much for the 
sake of our own individual self-interest, 
should be expressed by broad policies in 
regard to investment, immigration and 
tariff, facilitating and not obstructing the 
international flow of capital, labor, and 
goods. Only by helping at the proper 
moment to reconstruct the shattered 
nations of Europe and to create mar- 
kets in the younger and still less de- 
veloped countries of South America 
and the Far East, can we hope to gain 
the today useful, tomorrow perhaps 
necessary, permanent foreign outlets 


for our American trade, and only by 
the closest welding of our financial 
with our industrial and agricultural! 
power and its effective combined use 
abroad can we hope to counteract the 
advantages which in certain respects 
some of our older competitors have 
over us in the imminent struggle for 
world trade. 





SCHOOL FOR TRADERS 
AND INVESTORS 
(Continued from page 995) 








ent that the absent trader with his stop 
loss order is at a disadvantage compared 
with the constant observer who is trad 
ing without stops and depending on mar- 
ket orders. This illustrates what we mean 
by the “circumstances surrounding the 
trade” mentioned hereinabove. 

This is not an argument against the 
principle of the stop-loss order by any 
means, for our constant observer, if he 
is wise, is carrying what we may term 
a “mental stop,” even if he does not place 
a stop-loss order “on the floor.” At the 
first convincing sign of weakness he will 
close out his trade, and if his idea of 
weakness is the fact that the stock has 
descended to a certain price level whicl 
he considers “critical” he will be virtual 
ly executing his “mental stop” by closing 
out his trade. Therefore, the principle of 
the stop as a means of limiting losses 
remains unassailable. 


Protecting Profits 


Traders who desire to insure against 
the loss of profits already secured “on 
paper” but not yet taken, especially in 
issues that have advanced rapidly and 
may at any time develop technical weak- 
ness, often use stops to accomplish this 
purpose. For example, suppose our trader 
purchased BALDWIN at 115 and then 
watched it climb to above 125. He might 
reason, “I have 10 points paper profit, but 
I think the stock will go higher. I am 
willing to ride through a 4-point reac- 
tion, but I am determined not to lose all 
my profit in a sudden decline which may 
take place when I am not in a position 
to watch the market. Therefore, I will 
place a stop at 120% so as to secure about 
5% points less commissions, no matter 
what happens.” 

This is a reasonable view of the situa- 
tion, and the principle involved may be 
applied further by raising the stop if the 
price of the stock advances. Thus the 
stop serves a purpose in trading that is 
somewhat analogous to one of the offices 
of a ratchet in mechanics, that is to say, 
it allows profits to increase so long as 
they will, but it will prevent them from 
shrinking below a certain limit. 


Opening Trades With Stops 


Stops are sometimes used to open 
trades, especially when the trader has 
made up his mind that whenever a cer- 
tain stock, which has apparently been un- 
der accumulation for several weeks, ad- 
vances above a certain price, it is likely 
to be entering the “marking-up-stage” of 
its speculative cycle, and thereafter ad- 
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vance rapidly. For example, suppose the 
issue in question, after a long decline to 
around 20, begins to move up and down 
n a narrow range, say between 20 and 23, 
and without breaking below 20 for sev- 
eral weeks. Our trader may reason “this 
tock acts as if it had met support around 
20, and its behavior suggests that all 
shares offered between 20 and 23 are be- 
ng gradually absorbed by those who 
think it is a bargain within this range. I 
will not buy the stock now because the 
period of accumulation may continue for 
several months before the time is ripe for 
he successful manipulation of the ad- 
vance which is apparently under consid- 
eration for some future date, and I will 
have to carry the stock through such a 
period with loss of interest and with 
ny money tied up in a ‘sleeping’ issue. 
However, I want to buy some of the stock 
when the big move starts, and this will 
probably be nearly whenever the supply 
s reduced to a point where the bids will 
iave to be raised to 24 or 25 in order to 
get any of it. Hence, I will place my 
order now as follows: ‘buy at 25 stop, 
G. T. C.,’ which means ‘buy as soon as 
a round lot of 100 shares changes hands 
at 25; this order to remain in force un- 
til countermanded.’” By this use of the 
stop, our trader will not have to watch 
the issue under consideration from day 
to day for perhaps several weeks, but he 
will automatically “be placed aboard the 
train when it starts” assuming, of course, 
that his judgment of the case is correct. 


Limitations of the Stop 


It will be apparent to the experienced 
rader that the above mentioned uses of 
stops can be applied successfully only to 
active stocks, with a reasonably close mar- 
ket and where the lots traded in are of 
moderate size. For example, the method 
will work perfectly with, say, 100 shares 
of U. S. Steel, which changes hands in 
considerable volume during any normal 
market session, and usually moves not 
more than % to % point between sales. 
On the other hand, it would be ridiculous 
to attempt the use of stops on a commit- 
ment involving 1,000 shares of any issue 
that jumps 5 or 6 points between sales, 
and usually appears once or twice a week, 
and then only in volume aggregating 200 
or 300 shares. In other words, stops are 
not advisable in trading inactive or thin- 
market issues. 

Sometimes the question is asked: “How 
far away shall I place my stop?” The 
answer depends on the characteristics of 
the issue in question, and the state of the 
general market. For example, in active, 
close-market issues, a stop may be placed 
3 points or closer to the commitment 
price. At certain times an active stock 
may be bought or sold with a one-point 
stop with confidence. Under ordinary 
trading conditions a 3-point stop is com- 
mon on active issues, perhaps on the 
theory that if an issue moves as much as 
three points in a certain direction, it is 
acting under influences sufficiently impor- 
tant to make it move further in the same 
direction. This is by no means a law, but 
has been found probable in numerous 
cases. 

Trades in thin-market issues should not 
be protected by 3-point stops, as such 
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182 Points Trading Profit 
249 Points Investment Gain 


That Is the Record in the 5-weeks Campaign 
Conducted by The Investment and Business 
Service of The Magazine of Wall Street 


During this campaign The Investment and Business 
Service made 67 trading and 62 investment recom- 
mendations to its subscribers. 


From time to time profits were taken when impending 
reactions indicated that holders would be able to 
take profits and reinstate their stocks at lower figures. 





THE SERVICE 


1.—Prompt replies by mail or wire 
to inquiries regarding any listed 
security —or the standing of 
your broker. 

2.—An eight-page service report 
issued every Tuesday. 

3.—The Technical Position for 
traders showing what to do 
with individual stocks. 

4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do. 

5.—The Richard D. Wyckoff color 
grap’ of Business, Money, 
Credit and Securities. 

6.—Without additional charge a sum- 
mary of the regular and special ad- 
vices sent to you by night or day 
letter collect—optional with you. 

7.—A brief but thorough survey of 
the various fields of industry. 

8.—Recommendations of 
and profit possibilities in bonds. 

9.—A special wire or letter when 
any important change impends. 





income’ 








When the trading posi- 
tion was closed out many 
of the investment stocks 
were held. 


This emphasizes the compre- 
hensive character of the ser- 
vice, for traders are told when to 
convert paper profits into cash 
and at the same time imvestors 
are cautioned against selling 
stocks on incidental reactions 
that otherwise would trouble 
the amateur or the business man 
who is too busy with his own 
affairs to devote himself to a 
thorough study of the invest- 
ment situation and the technical 
position of the stock market. 


The advices—clear and definite—not only lead to 
trading profits, but to a higher investment yield. 


Send in your subscription today and be in a 
position to commence taking your profits out 


of the security market. 


---—-----— — USE THIS COUPON — — 
THE INVESTMENT and BUSINESS SERVICE 


of The Magazine of Wall Street, 
42 Broadway, New York City. 


Enclosed find my check for $125.00 for The In 


t t and Busi Service, te be 





sent me once a week or oftener for an entire year, beginning with the next issue. 


Wire service wanted? Yes © Ne © 
Sept. 29. 
































ITALIAN RENAISSANCE RESIDENCE 


occupied for only two years. Situated on high elevation commanding an unob- 

structed view of seventy-five miles. 

Equipped with all modern improvements and beautifully furnished throughout. 

Particularly suited to a person of discriminating taste. 

Large living-room, dining-room, library, loggia and centre hall on main floor. 
Five master bedrooms and five 
tiled bathrooms. Spacious 
closets and storerooms and 
cedar lined storage room. Large 
billiard-room. 


Choice Location 


adjoining the Essex Park 
County Reservation, MONT- 
CLAIR, N. J., within ten min- 
utes’ walking distance of the 
twenty-seven hole course of the 
Montclair Golf Club. 

Large Garage and chauffeur’s 
quarters. Grounds and gar- 
dens beautifully landscaped. 





For price and full information 
address 


H. F. HUBER & CO. 
13 East 40th St., 
New York City 


Telephone Vanderbilt 9528 


or apply to your own broker 














THE BOOK REVIEW 


(Latest Publications on Finance and Business) 


“COTTON AND THE COTTON MARKET” 
By W. Hustace Hubbard 

This book forms a notably informing exposition of how cotton is raised 
and of how it is marketed. First the author discusses all phases of cotton 
cultivation, a subject rendered especially important by the problems raised 
by the boll weevil. Secondly, there is sketched the machinery used to 
market the bales, including a study of the warehouses and compresses in 
the South, of all the various Southern merchants, and of the methods of 
doing a future contract business on the three large Exchanges. Thirdly, 
there is carefully studied the manner in which merchants use the future 
contract system to protect themselves against market risks, the so-called 
“hedging.” Finally, there is consideration of the subject of speculation in 
its connection with cotton marketing. 

462 PAGES PRICE $3.50 POSTPAID 

Place your order with the Book Department 
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issues sometimes move 3 points or more 
between sales; and if enough stop orders 
exist at one time on the floor, both spe- 
cialists and floor traders may be tempted 
to “gather in the stops” if it should appear 
advantageous to do so. Where a 3-point 
stop is not wide enough, sometimes a 
5-point stop will fall outside the probable 
limit of normal reaction, but when even 
this is not wide enough it is highly prob- 
able that the stock under consideration 
is unfit for trading operations, or com- 
mitments therein should be protected only 
by “mental stops.” 

The foregoing observations are worded 
to apply to the long side of the market, 
but it is apparent that exactly the same 
reasoning applies to the short side. In 
fact, stops are more important on well- 
margined short trades than on long trades, 
especially in higher-grade issues which 
have investment qualities. If a trader be- 
comes sewed-up with a large paper loss 
in a sound issue which he has purchased, 
and can afford to assume the rdle of an 
“involuntary investor” for the duration 
of the major cycle depression which may 
have overtaken him, he may eventually 
emerge without loss, and even with profit, 
but if he is short without stop-loss pro- 
tection, and the issue happens to become 
a speculative football even for a brief 
period, he runs the risk of serious embar- 
rassment, perhaps even worse than that 
of the man who allows his fire insurance 
to lapse just before the house catches fire. 

If any of our readers have had inter- 
esting experiences owing to the use of 
stops, or the failure to use them, we shall 
be glad to hear their testimony. 


How to Use Stops to Increase Profits 


Although the stop order is used most 
frequently for the purpose of limiting 
trading losses, it has numerous other uses 
that are advantageous not only to traders 
but also to investors for the long pull. 

For example, the trader who purchases 
an active stock at an advantageous price, 
following a reaction in a bull market, may 
first place his stop to limit his loss in the 
event of sudden reversal of trend; and 
then raise it as the stock advances in price, 
with a view to keeping it far enough be- 
low the market so as to avoid being 
stopped out by normal minor reactions, 
but at the same time close enough to stop 
the trade in the event of a reaction suf- 
ficient to confirm the development of tech- 
nical weakness in the issue under consid- 
eration. 

The object of this maneuver is to 
allow paper profits to increase as far as 
the minor swing will permit, and to se- 
cure a considerable percentage of these 
paper profits before they are wiped out 
by the substantial reaction that is almost 
sure to follow sufficient temporary dis- 
tribution of the stock. Of course, if the 
trader is convinced that the issue is under 
such distribution, and it fails to make fur- 
ther headway, he may close out his trade 
without waiting to be stopped out, but if 
he cannot be in constant touch with the 
market, the scheme of moving up the stop 
as suggested will insure a definite propor- 
tion of the paper profits. 

Suppose the purchaser of the stock un- 
der consideration has made his commit- 
ment towards the close of a major de- 
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pression, that he is not interested in try- 
ing to take advantage of minor swings of 
the market, and desires to hold his stock 
with the intention of disposing of it dur- 
ing a boom period. In this case he will 
take advantage of the first substantial ad- 
to raise his stop sufficiently to cover 
cost and commissions, but thereafter he 
will not try to secure a large percentage 
the first minor swing upward. On the 
ther hand, although he may raise his 
from time to time, he will aim it 
| below the zone of market activity of 
stock, until the time arrives when 
ket inflation is apparent and the stock 
iestion gives evidence of distribution 
broad scale. Then, and not until 
he will assume the position of the 
t-swing trader, and raise his stop to 
vel through which a reaction in his 
issue would indicate definite and se- 
weakness incident to the beginning 
juidation. 
re we have two distinct uses of the 
for the purpose of allowing profits 
nerease. The active trader who de- 
sires to follow persistently one or more 
standard issues throughout an entire bull 
market may combine the two positions 
ibove outlined by repeatedly repurchas- 
ing his stock, whenever it has completed 
its reaction following its passage through 
his profit-protecting stop, and when it 
offers evidence of re-accumulation for an- i 
minor upward swing. Thus, the > mikin THE LONG RUN” 
ler who operates repeatedly in the < 
me stock, virtually maintains a long- 
ull position, and by side-stepping a fair 
rtion of each substantial reaction, he 
irom time to time marking down the ee . 99 
inal cost of his stock, and thereby in- S ill Be h Lo R 
casing his total profit on the issue for (1 st In Ct e€ ng un 
duration of the bull market. 
Che Ranges involved . - ~—_ There is always one best quality. In tires it is THE 
ussion applies correspondingly to the - , 
ior decline, but with conditions re- SILVERTOWN. By tradition and performance it has 
ed, and with due regard for the extra always stood, and still stands, for the perfection of the 
cautions to be observed when the mar- 7 . 
is highly manipulated during the pe- cord. Years and changing standards have established its 
preceding the heavy wave of liquida- supreme quality as they have spread its fame. The best 


that frequently introduces the bear . ; i s 
ket. cord tire when it was the only cord, it remains the best 
os when there are many. More than ever before, SILVER- 

Securities Analyzed TOWN today means “Best in the Long Run.” 
in This Issue 


BONDS 


Bond Buyers’ Guide 


Current Bond Offerings... ...... : ; 
Unlisted Utility Bonds Makers of the 30 x 31% fabric Goodrich “55 
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THE B. F. GOODRICH RUBBER COMPANY 
ESTABLISHED 1870 


INDUSTRIALS 
In Canada—The B. F. Goodrich Rubber Company, Led., Toronto - Montreal Winnipeg 


American Locomotive 
Atlas Tack 

American Can Co 
American Hide & Leather 
American International 


Associated Dry Goods 

Continental Can e 
Ford Motor of Canada 

Hendee Mfg. Co. 

International 

Kelly-Springfield 

Preferred Stock Guide 

Spicer Mfg. Co. 


United Allo 
Willys-Overland 
Wright Aero 


mcm? we |i! SILVERTOWN CORD 


Tennessee Copper 
Texas Gulf Sulphur 

PUBLIC UTILITIES 
American Tel. & Tel. .......... 
a Sa Works SOLD BY GOODAICH DEALERS THE WORLD OVER 
Columbia Gas & Electric 
Detroit Edison 
Utah Power & Light 
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DIVIDENDS 








Mr. President 


Take Advantage 
of this Column 


Do you know that the one 
hundred thousand investors 
who read this column are 
continually seeking active 
securities in which to invest 
their surplus funds? 

Show these potential stock- 
holders that you pay divi- 
dends regularly by inserting 
your notices here—thus cre- 
ating a demand for your 
stocks. 

Send your next dividend notice to 

Advertising Dept. 
THE MAGAZINE OF 
WALL STREET 
42 BROADWAY NEW YORK 











JONES BROTHERS 
TEA COMPANY 


New York, N. Y., Sept. 20th, 1923. 


Preferred Stock Dividend 


The Board of Directors have this day declared 
the regular quarterly dividend of one and one-third 
(4%) per cent, payable October Ist to stock- 
holders of record on September 24th. 


Common Stock Dividend 
The Board of Directors have this day declared 
the regular quarterly dividend of one dollar ($1), 
payable October 15th to stockholders of record on 


October Ist. 
A. R. DOERLE, Treasurer. 


REMINGTON TYPEWRITER COMPANY 
FIRST PREFERRED DIVIDEND 

New York, September 11, 1923. 

The Board of Directors has this day declared a 

uarterly dividend of 134% ($1.75) per share on 

the First Preferred and Series “S” First Preferred 

Stocks, = October 1, 1923, to stockholders 

of recor ptember 22, 1923. 

HAROLD E. SMITH, Secretary. 


WEST PENN POWER COMPANY 
New York, N. Y., September 19, 1923. 
The Board of Directors of West Penn Power 
Company has declared quarterly dividend No. 31 
of one and three-fourths (14%) per cent, cover- 











ing the quarter ending October 31, see, pezatis 


apes the 7% Cumulative Preferred Capi tock 
of the Company on November 1, 1923, to stock- 
holders of record at the close of business on 
October 15, 1923. 

C. C. McBRIDE, Treasurer. 


UNION BAG & PAPER CORPORATION 
DIVIDEND NO. 28 
New York, September 12, 1923. 
A quarterly dividend of 14% has this day been 
declared upon the stock of this Corporation, pay- 
able October 15, 1923, to the holders of record of 
the stock of this Corporation at the close of busi- 
ness on October 5, 1923. 
CHARLES B. SANDERS, Secretary. 


SAFETY CAR HEATING 
& LIGHTING CO. 
Dividend Declared. 

A dividend of one and three-quarters (14%) 
per cent, payable October 1st, 1923, to stockhold- 
ers of record September 21st, 1923. 

Cc. W. WALTON, 
Secretary and Treasurer. 











SOUTHERN RAILWAY COMPANY 
a New York, September 20, 1923. 
A dividend of two and one-half per cent (2%%) 
on the Preferred stock of Southern Railway Com- 
pany has this day been declared payable on Octo- 
31, 1923, to stockholders of record at the 
close of business October 20, 1923. 
C. E. A. McCARTH Y, Secretary. 


(Continued on page 1062) 





WHAT THE A. B. A. IS 
DOING 


(Continued from page 1012) 











possession and use of its accumulations 
can it be hoped that accumulations or 
capital will be striven for and preserved. 
Without the aid of capital or the accumu- 
lations of yesterday, each day is a new 
beginning. The mechanical aids to pro- 
duction encouraged under the capitalistic 
system have released human energy. into 
a further multitude of inventions. Ma- 
chinery has increasingly overcome the 
need and the hardship of manual labor, 
bringing increased opportunity, increased 
remuneration, increased possessions. .. . 

“There should be no treacherous busi- 
ness cycle with its inflation or deflation, 
excessive wages or unemployment, ‘feats 
or famine.’ Industry should seek levels 
which would result in constant produc- 
tion, avoiding excesses which lead to sus- 
pension of operation, resulting in home- 
destroying unemployment. 

Mr. Puelicher declared there was a 
great need of better economic understand- 
ing, among bankers as well as others. He 
called the bankers to the defense of the 
Federal Reserve System, declaring that 
there is danger in allowing it to be tam- 
pered with and to be misunderstood by 
the general public. 

“Congress has amended the Federal Re- 
serve Act in ways which appear not to 
have improved it,” he said. “The addi- 
tion to the Federal Reserve Board of 
members representing distinctive inter- 
ests sets a dangerous precedent. Repre- 
sentation on a body such as the Federal 
Reserve Board ought to be for the bene- 
fit of all the people. Representatives 
ought to be appointed on account of their 
qualifications and their technical training. 
There can be no objection to a farmer on 
the Federal Reserve Board, provided that 
the farmer uriderstands the mechanism of 
finance, and provided also that he will 
regard himself not as the advocate of 
measures which may prove of benefit to 
one industry of our people at the expense 
of others. 

“The incidental weaknesses which have 
been developed in the administration of 
the Federal Reserve System can readily 
be corrected. The unfavorable public 
opinion which has been drawn upon the 
system can be corrected only by an in- 
telligent understanding on the part of both 
the banker and the layman of its bene- 
ficent and stabilizing purposes. If Amer- 
ica wishes a continuance of this financial 
structure, if its charter is to be renewed, 
its fundamental principles must not be 
perverted, and American public opinion 
must be brought to an understanding that 
this System was the result of the most 
painstaking study of the financial systems 
of the civilized world; to an understand- 
ing of the interdependence of the Federal 
Reserve System and American commer- 
cial life; and that unless intelligently sup- 
ported, the present Federal Reserve Banks 
may follow the way of the First and Sec- 
ond Banks of the United States. 

“We have a responsibility also concern- 
ing public opinion regarding the Gold 
Standard. The economic existence of a 


nation is dependent upon its medium of 
exchange. The degree of stability of that 
medium determines the degree of that na- 
tion’s continued well-being and progress; 
and because so much of the superstruc- 
ture of ony economic condition is based 
upon the character of money used, there 
are those whose jeremiad bewails money 
as the root of all the maladjustments in 
any economic society. They, therefore, 
seek continuous experiments with it or its 
entire abolition.” 


A Few Leading Issues 


Multifarious as are the questions in 
which the Bankers Association is inter- 
ested as illustrated both by its program 
and by the address of its President, cer- 
tain leading problems are standing out in 
its entire plan of action as well as in the 
current discussions and to which the 
formal proceedings are helping to call 
general public attention. Of these pro))- 
ably the most significant is the present 
status of the Federal Reserve System. 
In view of the widespread attacks and 
discussions on the Federal Reserve, a 
forum has been arranged on “The Fed- 
eral Reserve System—Its Merits and De- 
fects,” for the third day of the general 
session with speakers appointed to open 
both sides of the question in fifteen- 
minute addresses. The forum is designed 
“not only to bring out the various points 
of view, but to be helpful and construc- 
tive.” This discussion occupies a similar 
place in the program to the branch bank- 
ing controversy which attracted great at- 
tention in banking circles at the 1922 con 
vention of the Association in New York 
City. Undoubtedly there is a prevailing 
opinion among bankers that the System 
has fallen into the hands of the politicians 
and that it is urgently necessary to take 
some steps to rectify this condition of 
affairs, although how to do it is a ques- 
tion that is not so easy to solve. The 
matter is one which cannot be exclusively 
dealt with by public addresses, but which 
it is understood is likely to be taken up 
quite vigorously by President Coolidge 
and his advisers for the purpose of get 
ting an expression of opinion from him 
as regards the best method of restorin; 
the Reserve System to a condition equal 
to or better than his original status. Th 
Atlantic City discussion is shaping opin 
ion along the lines to be required. Apat 
from this and quite independent of it i 
the question of getting legislation from 
Congress that will correct various fea 
tures of the present banking situation 
which are deemed to require attention 
Among them is the rectification of th 
unsatisfactory amendments to the Federal! 
Reserve Act which were adopted unde 
the influence of the war and which hav 
never been cured since the restoration « 
peace. Another which obviously need 
adjustment is seen in the provisions o 
the law with respect to foreign trade an 
the financing thereof, a field in which th 
United States is retrograding rather tha: 
advancing. Still another is the question 
of branch banking, a problem as to which 
bankers and financial experts differ very 
widely. Finally there is the desire o 
many banking authorities that the subject 
of check validity shall be reviewed and 
some measure of modification of present 
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conditions introduced. On all these a 
focusing of opinion impossible without 
the present convention is now going on. 
The significance of the Atlantic City 
convention with these broad connections 
and sympathies can scarcely be over-esti- 
mated as a medium for the expression of 
national opinion. Year after year the 
work of the Association has tended to be- 
come broader and more and more sanely 
conservative and well thought out. It 
now represents a powerful constructive 
force in our political and economic life, 
and one whose influence is not easily to 
» given overweight. In this aspect, its 
ition to the Congressional situation and 
the prospects of general Federal action 
1 economic and financial questions is of 
first-rate importance. The responsibility 
ttaching to those who are chiefly instru- 
ntal in directing the judgments formu- 
1 and conclusions arrived at is corre- 
mdingly great. 








CAN MAKERS SHOW EX- 
CELLENT PROFITS 
(Continued from page 1004) 











hand, its inventories were slightly over 20 
millions while Continental’s were slightly 
under 5 millions, so that a larger propor- 
tion of its current assets were liquid. 

Comparing their fixed assets, we find 
American Can’s property carried at 94.4 
millions, without deduction for deprecia- 
tion, while Continental’s stand at 11.7 after 
such deduction, which is apparently about 
3.7 millions, or a total of 15.4 millions, 
or a little less than a sixth of the larger 
company’s account. In this respect, 
therefore, Continental has a smaller per- 
centage of its capital tied up in property 
and a larger proportion available in liquid 
torm., 

This is important because the can- 
making business, like the canning business 
on which it depends, is to a large extent 
seasonal, as canners operate only part of the 
year, when the food products which they 
use are ready to be canned. In the mean- 
time, the can-makers have to carry the 
business along on small cash receipts. In 
the past, the usual practice has been for the 
can companies either to issue notes or to 
borrow money from the banks for this 
purpose. In the last few years, however, 
both companies have enjoyed such an ex- 
cellent cash position that they have not 
had to do this, but have financed them- 
selves out of their own resources. 


Strong Cash Position Necessary 


[t is clear, therefore, that it is essential, 
or at least highly desirable, for companies 
engaged in a seasonal business like ean- 
making to maintain a strong cash position 
to save interest charges, and that merely 
because a company has $90 in cash or 
nearly cash for each share of stock, does 
not mean that the stockholder can reason- 
ably expect a huge cash distribution. 
Still, as the canning business is extended 
to more and more lines, especially to non- 
food commodities, it tends to lose some 
of its seasonal character, and so a more 
even inflow of cash may be expected 
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EN men of affairs 

meet, then is expe- 
rience revealed, absorbed 
and multiplied. In this 
way has the Royal Type- 
writer received its swift- 
est, surest and straightest 
advertising — personal, 
man-to-man advertising. 
The Royal is accustomed 
to traveling in good com- 
pany. It is constantly on 
duty in thousands of big 
business offices where 
minutes are dollars and 
thoroughgoing service is 
an absolute requirement. 


ROYAL TYPEWRITER COMPANY, Inc. 
New York 


364-366 Broadway 
Branches and Agencies the World Over 


ROYAL 


TYPEWRITERS 
“Compare the “Work- 

















DIVIDENDS 


DIVIDENDS 





DIVIDEND NOTICE 
Subsidiaries of 


Middle States Oil 


Corporation 


have declared the following regular quar- 
terly dividends: Louisiana & Northwest 
R. R. Co. 14%, payable Oct. 1, 1923, to 
stock of record Sept. 20, 1923; Turman 
Oil 3%, payable Oct. 20, 1923, to holders 
of record Sept. 29, 1923; and Imperial Oil 
Preferred 2%, Imperial Oil Common 244%, 
Dominion Oil 2%, Ranger Texas Oil 2%, 
Texas Chief Oil 2%, all payable Oct. 1, 
1923, to stock of record Sept. 10, 1923; and 
Oil Lease Development Co. 10 cents month- 
ly on its no-par stock, payable Sept. 15, to 
stock of record Aug. 31, 1923. 


Associated Companies 


Southern States Oil regular 1% monthly, 
payable Sept. 20, 1923, to stock of record 
Sept. 1, 1923; Western States Oil regular 
1% monthly, payable Sept. 29, 1923, to 
stock of record Sept. 15, 1923. 


Paramount CPiclures 
FAMOUS PLAYERS-LASKY CORPORATION 
PREFERRED DIVIDEND 

PLEASE TAKE NOTICE that the 
Board of Directors has this day declared 
the regular quarterly dividend of $2.00 per 
share on the Preferred Capital Stock of this 
Company, payable November Ist. 1923, to 
stockholders of record at the close of 
business on October 15th, 1923. 

ELEK JOHN LUDVIGH, 
September 10th, 1923. Secretary. 


WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 

A quarterly dividend of 2% ($1.00 per 
share) on the PREFERRED Stock of this 
Company will be paid October 15, 23. 

A Dividend of 2% ($1.00 per share) on 
the COMMON Stock of this Company for the 
quarter ending September 30, 1923, will be 
paid October 31, 1923. 

Both Dividends are payable 4° - ern 


of record as of September 28, 
BAETZ, \ eeenenes 








New York, September 17, 


PACIFIC GAS AND ELECTRIC CO. 

COMMON STOCK DIVIDEND NO. 31. 

The regular quarterly dividend of $1.50 per 
share upon the Common Capital Stock of this 
Company will be paid on October 15th, 1923, to 
shareholders of record at close of business Sep- 
tember 29, 1923. The Transfer books will not be 
closed and checks will be mailed from the office 
of the company in time to reach stockholders on 


the date they are payable. 
A. F. HOCKENBEAMER, 


: Vice-President and Treasurer. 
San Francisco, California. 


THE WESTERN UNION TELEGRAPH ‘COMPANY 
New York, Sept. 11, 1923. 
DIVIDEND NO. 218. 

A quarterly dividend of ONE AND THREE- 
QUARTERS PER CENT has been declared 
upon the Capital Stock of this Company, payable 
on October 15, 1923, to stockholders of record at 
the close of business on September 25, 1923. 

The transfer books will remain open. 

G. K. HUNTINGTON, Treasurer. 


OFFICE OF 
THE WESTINGHOUSE AIR 
BRAKE COMPANY 
Pittsburgh, Pa., September 12, 1923. 
DIVIDEND—The Board of Directors have 
this day declared a quarterly dividend of $1.40 
(One Dollar and Forty Cents) per share, payable 
on October 31, 1923, to Stockholders of record at 
the close of business on September 29, 1923. 
S. C. McCONAHEY, Treasurer. 
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UNITED LICHT AND 
RAILWAYS COMPANY 





Davenport Chicago Grand Rapids 





First Preferred Stock, Dividend No. 52. 
Participating Preferred Stock, Dividend No. 5. 


Common Stock, Regular Quarterly Dividend 


No. 
Common Stock, Extra Cash Dividend No. 4. 


The Board of Directors of United Light & 
Railways Company has declared the following 
dividends on the stocks of the company: 

(a) The regular quarterly dividend of 14% 
on the 6% First Preferred Stock, payable Octo- 
oer 1, 1923, to stockholders of record September 
15, 1923. 


(b) The regular quarterly dividend of 14% 
on the Participating Preferred Stock, payable Oc- 
tober 1, 1923, to stockholders of record Septem- 
ber 15, 1923. 


(c) A special dividend of 4% of 1% on the 
Vesticipating Preferred Stock, payable October 1, 
1923, to stockholders of record September 15, 
1923. 

(d) The regular quarterly dividend of 14% 
on the Common Stock, payable November 1, 1923, 
to stockholders of record October 15, 1923. 


(e) An extra cash dividend of 4% of 1% on the 
Common Stock, payable November 1, 1923, to 
stockholders of record October 15, 1923. 


Stock books for transfer of certificates of the 
First Preferred and Participating Preferred Stocks 
will close at the close of business September 15, 
1923, and will be reopened for transfers at the 
opening of business September 17, 1923. 


Stock books for transfer of Common Stock cer- 
tificates will close at the close of business Octo- 
ber 15, 1923, and will be reopened for transfers 
at the opening of business October 16, 1923. 


. H. HEINKE, Treasurer. 
September 7, 1925, 


BAYUK CIGARS 


INCORPORATED 
Philadelphia, Pa. 
September 17th, 1923. 
Quarterly dividend of 134% on First Preferred 
stock, and 2% on the Second Preferred stocks of 
this corporation have been declared payable on 
October 15, 1923, to the stockholders of record 
September 29th, 1923. Checks will be mailed. 
Harvey L. Hirst, Secretar 








International Telephone and Telegraph 
Corporati-n 
New York, September 14, 1923. 
The directors of the International Telephone 
and Telegraph Corporation have declared the 
regular quarterly dividend of one and one-half per 
cent (142%) on the capital stock of the company, 
payable October 15, 192 ‘ to stockholders of rec- 
ord September 27, 1923 
LEWIS J. PROCTOR, Secretary. 





OFFICE OF 
THE UNITED GAS IMPROVEMENT CO. 
N. W. Corner Broad and Arch Streets 
Philadelphia, September 12, 1923. 
The Directors have this day declared a quarterly 
dividend of one and one-half per cent (75c per 
share) on the Common Stock of this Company, 
payable October 15, 1923, to holders of Common 
Stock of record at the close of business September 
29, 1923. Checks will be mailed. 
I. W. MORRIS, Treasurer. 


THE PRAIRIE OIL & GAS COMPANY 
Sept. 14, 1923. 
A dividend of two dollars per share has been 
declared on the stock of this company payable 
October 31, 1923, to stockholders of record Sep- 
tember 29, 1923. 
J. A. HOLLIHAN, Secretary. 


UNITED BAKERIES CORPORAIION 
New York, N. Y 








ew e ° 

The board of directors have declared the regular quar- 
terly dividend of 2 per cent on the outstanding preferred 
stock of the United Bakeries Corporation, payable October 
1, 1923, to stockholders of record September 19, 1923. 
Transfer bom close September 19, 1923, and will reopen 


October 1 
GEORGE G. BARBER, Treasurer. 


throughout the year, which means that tne 
company itself will not have to keep so 
much on hand. 

On earning power, apparently, Conti- 
nental Can is the better of the two; on 
financial condition, American Can js 
stronger, but it is doubtful whether this 
is as important for the stockholder. As 
to price, Continental yields nearly 50% 
more at the present level, but when mar- 
ket price is compared with estimated 
earning power, American looks slightly 
cheaper. 

Conclusion 


Under these circumstances, it is 
hard to say which of these stocks is 
the better bargain at the present time. 
Both look good, and if the writer pre- 
fers Continental Can it is admittedly 
only by a shade. 





RAY CONSOLIDATED COP. 
PER CO. 
(Continued from page 1022) 











therefore not unfair to assume that in- 
ventories are being increased, especially 
as we know from other sources that 
stocks of copper in the hands of produc- 
ers are constantly increasing at the pres- 
ent time. It is hard to say, therefore, how 
much cash the company will feel it can 
spare, particularly if there is another 
period of strain ahead for the copper in- 
dustry. 
Conclusion 


The financial structure of the com- 
pany, fortunately, is of the most simple 
type, consisting of 1,577,179 shares of 
common stock of $10 par value, and the 
company is not hampered by either 
senior issues or bank loans, or other 
floating obligations. 

No dividends have been paid since 
1920, when 25 cents quarterly was paid 
throughout the year. It appears from 
our investigation that there are possi- 
bilities of a resumption of dividends at 
this rate, perhaps at the end of the 
present year, but that these possibilities 
by no means amount to a certainty. 

The present price around 10, it is to 
be noticed, is about the lowest it has 
ever sold at since the listing in 1911, and 
the last time it sold this low was in the 
market depression of 1920. On the 
other hand, it has sold as high as 197% 
this year, and the situation now cer- 
tainly is better than in 1920, a few 
months before it closed operations for a 
full year from April 1, 1921, to April 4, 
1922. 

From such purely technical considera- 
tions it would appear unlikely that the 
price would go much below the current 
levels around 10, while on the other 
hand it would seem to have speculative 
possibilities at this price. For the in- 
vestor, however, who wants to diversify 
his holdings by the inclusion of a few 
copper stocks, we believe that there are 
several others, such as Mother Lode 
Coalition and Kennecott, selling at rela- 
tively low prices on which the return, 
over a period of years, will be better 
than that obtainable from Ray. 
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: Were These Trading Opportunities 
a8 Pointed Out to You? 


-onti- 








mar- 
nated : 
ghtly Having placed our subscribers LONG of carefully selected stocks on August Ist (when nearly 
every one was bearish) and having advised the closing of these trades at the top of the rise, show- 
ing aggregate profit of over 142 points, we placed subscribers SHORT on September | 0th 
' - and 12th. 
is is . . , . 
tn We list below some of the profits taken by the various sections of our clientele during our last 
pre- campaign on the SHORT side: 
edly 
Date Sold Price Sold Date Price 
Stock Short Short Covered Covered Profit 
ii ei nial gs dd im ea Sept. 10 88 Sept. 13 78% 9% 
Pp- ao a Bia te Gres a ga Sept. 10 124 Sept. 13 118% 6% 
Ee re eee Sept. 10 82% Sept. 13 80 2% 
ee akaan baer eeee Sept. 10 70% Sept. 13 65 5% 
8 eee Sept. 10 42% Sept. 13 39 3, 
ET a to wig gh Oba ear knee Sept. 10 54% Sept. 13 49\, 4% 
: Dc icpccbhkecdetees ee Sept. 10 93% Sept. 13 99 5% 
; > =P ppSsaaeoeeeers Sept. 10 67 Sept. 13 61% 5 
lally a aereteeeagery Sept. 10 142% Sept. 13 141% 1% 
that Pt een cohen khedteeekes Sept. 10 43 Sept. 13 39% VY, 
duc- Ph i sndnedeiveseeanane Sept. 10 89l4 Sept. 13 85 4V, 
yres- eine hac ew ache dee wees Sept. 10 55 Sept. 13 53 
how PE oc cadk chee cowed Sept. 10 76% Sept. 13 73% 24 
can PC acncs nt ene eeee eann Sept. 10 127 Sept. 13 124% 2% 
ther he errr rrr rrr Sept. 10 93 Sept. 13 89 4 
ay PE cccaveakedenneWeee Sept. 10 79% Sept. 13 76 34% 
ES Gen dwed cd eeeeaeende Sept. 10 744 Sept. 13 68% 5% 
ES ER ree ee Sept. 12 105% Sept. 13 102 34% 
Pt dé cketcnabeawnneene Sept. 12 58% Sept. 13 57% 1% 
om- ON EES PPT Tee Te Te Te Sept. 12 75 Sept. 13 73% 1% 
nple , ° 
; of These advices were transmitted by telephone and telegraph at the psychological moment. 
he ° . 
a Can you do as well, trading on your own judgment? 
ther 
ince 
paid THE SERVICE 
4 1. A telegram or "phone message tells you just what few stocks to buy or sell short. Never more 
aye than 5 or 6 in any single campaign. 


the 2. Messages are sent only when in our judgment there is good opportunity to secure from 5 to 20 
points in each stock recommended. 















ties : . 
3. We instruct you as to stop orders, watch the trades, and again wire you when to take profits. 
s to 4. Subscribers are divided into sections, geographically arranged, thus allowing for the time element 
has in. transmission and serving to prevent orders from becoming “bunched” around the same levels. 
and 5. Advices are based upon a careful study of the market's action and immediate trend, by experts 
the who are stationed at the ticker tape. 
the 6. No uncertainty. Complete instructions issued upon subscription. 
9% 
ser 
few . . . . . . 
ra We really believe it will be your financial advantage to put yourself in line immediately to re- 
14, ceive this service. 
Ta- Let us demonstrate to you the value of a three-months’ trial costing less than $10 a week. 
the 
ent 
6 oa cccsiciintneninienaneeeninnstainiiil 
cay THE TREND TRADING SERVICE, (Service starts from 
ave 42 Broadway, New York City. date of first message) 
“a Enclosed find check for $125 to cover three months’ subscription to the Trend Trading Service. 
ly 
aay Da TE EAS, ee Re eS a NTO RC OP AR TT Lae OTS LRN ep ae NOOR aT ES 
ae ia ai i aii aetna einen epee itbentes Saibabedede  Weseneenasapenerasnescesé 
de 
Ja- i i acetates bumuopeennie 
rm, (All telegrams sent collect—no charge ‘phone messages New York City.) 
ter Sept. 29. 
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EXCERPT FROM 1922 ANNUAL REPORT 


.¢) 


Pacific Gas and Electric Company 


CAPITALIZATION: 

This item covers the Company's stock and bond issues, aggregating $197,600,107 at the close 
of 1922, and owned on that date by upwards of 58,000 investors, of whom more than 40,000 
resided in California. 

Increasing capitalization is the inevitable accompaniment of business growth, of more wide- 
spread and adequate service to the public and, as in the case of the major portion of the large 
capital expenditures made by your Company within recent years, of the creation of facilities for 
production and distribution on a large and economical scale. It evidences sound progress and 
greater security to the stockholders and bondholders if the result is to better the relationship be- 
tween property values and the amount of securities outstanding; and between interest and divi- 
dends, constituting the cost of the capital employed in the business, and the net income available 
for their payment. In the last ten years, as shown in the following table, the net cost of additions 
to your Company's properties, after writing off $12,542,168 for abandoned and obsolete units, 
amounted to $83,740,560. Cash and other net working assets during the same period increased 
$6,925,007, making the total increase in net tangible assets $90,665,567. In these ten years the 
amount of outstanding securities, without deducting stock discounts or $5,734,200 of bond dis- 
count still to be amortized out of future earnings, increased by only $79,702,457. 


Net Cost of Additions to Plants and Properties, after deduction of all realized depreciation, 1912-1922 
Increase in Net Current Assets 


Total Increase in Net Tangible Assets 
Increase in par value of Funded Debt 

Excess of Cost of Added Tangible Assets over increase in par value of Funded Debt 
Increase in par value of Preferred Stock 


Excess of Cost of Added Tangible Assets over increase in par value of Funded Debt and Preferred Stock 
Increase in par value of Common Stock 


Excess of Cost of Added Tangible Assets over increase in par value of Total Capitalization, created through re-in- 
vestment of Surplus and Reserves $10,963,110 
With respect to the relationship between revenues and interest and dividends the following comparisons 
covering the past ten years indicate an even sounder condition now than existed at the beginning of this 
period: 
Increase in 
1922 1912 Ten Years 
Net Income available for Bond Interest $15,787,730 $6,220,226 $9,567,504 
Bond Interest Expense 5,148,614 3,476,079 1,672,535 
Margin over Bond Interest $10,639,116 $2,744,147 $7,894,969 
Per Cent earned on all Bonds outstanding at close of respective years 14.1% 8.2% 5.9% 


Net Income available for Preferred Stock Dividends, after depreciation $6,587,159 $1,216,276 $5,370,883 

Preferred Stock Dividends paid 2,574,157 600,000 1,974,157 
Margin over Preferred Stock Dividends $4,013,002 $616,276 $3,396,726 
Per Cent earned on all Preferred Stock outstanding at close of respective years 12.9% 12.2% -7% 

Net Income available for Common Stock Dividend, after depreciation $4,913,002 $616,276 $3,396,726 
Per Cent earned on all Common Stock outstanding at close of respective years 11.5% 1.9% 9.6% 


Per Cent earned on Total Capitalization outstanding at close of respective 
years, before depreciation 5.3% 2.7% 


In conformity with its policy of maintaining a well balanced financial structure, conducive to securing 
capital funds at the lowest cost, a large proportion of the new capital required during the past ten years 
has been obtained through the sale of stock. This has resulted in reducing the ratio of funded debt to gross 
capitalization from 64.38% at the end of 1912 to 56.53% at December 31st, 1922, while in the same period 
the annual interest on all bonds outstanding has been reduced from 25.9% of gross revenue to 15.3%, and from 
61.0% of net income to 38.0%. In 1912 bond interest expense was earned |.79 times and in 1922, 3.07 times. 
The following tabulation, condensed for the sake of brevity into five-year periods, epitomizes the steady im- 
provement in the status of the Company's secured obligations. 


Annual Interest on All No. of Times 

Total Bonds Per Cent of Outstanding Bonds Bond Inter- 

Outstanding Total Per Cent of Per Cent of est Expense 
with Public Capitalization Gross Net Earned 
$75,989,800 64.38% 25.9%, 61.0% 1.79 
79,403,800 57.43% 19.7% 46.6% 2.18 
111,700,700 56.53% 15.3% 38.0% 3.07 


Copies of complete report will be furnished on request. 


PACIFIC GAS AND ELECTRIC COMPANY 


445 Suttcr Street, San Francisco 
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